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THE WENDY'S COMPANY 


Dear Fellow Stockholders, 


I hope this letter finds you healthy and safe. Despite the unique circumstances and unprecedented business conditions we 
faced in 2020, we are incredibly proud of the Company's results and, more importantly, how the entire Wendy's family came 
together during the COVID-19 pandemic to build an even stronger Wendy's brand. With the health, safety and well-being of 
our teams and customers as our top priority, we attribute our success in 2020 to the efforts and strong partnerships of our 
employees, franchisees and suppliers across the world. 


Throughout 2020 we remained focused on taking actions to make a positive difference. We took several precautionary steps 
to safeguard our team members and customers from the spread of COVID-19 by implementing new protocols for masks, deep 
cleaning and social distancing, maintained essential access to high quality food through our drive-thrus, curbside pick-up, 
mobile grab-and-go and delivery services, and supported our franchisees through fee abatements and other economic relief 
measures. In our Company-operated restaurants, we offered emergency paid sick leave, restaurant recognition pay, free 
meals to team members and guaranteed bonuses for general managers. We also protected our balance sheet and liquidity by 
securing additional sources of financing and adjusting our capital allocation policy to ensure flexibility as we managed through 
an uncertain global market. While this global health crisis isn't over, I'm confident that the measures we took, our ongoing 
commitment to our core values and laser focus on our growth pillars will position us to continue to thrive. 


THE STRENGTH OF THE WENDY’S SYSTEM 


In 2020, we made significant progress against our strategic growth pillars with our successful breakfast launch across the United 
States, significant acceleration in our digital business, and net unit growth Internationally and in the United States, which is a 
testament to the strength of the Wendy's brand and the resilience of our business model. We finished 2020 with another year of 
positive global systemwide sales, including our 10th consecutive year of U.S. same-restaurant sales growth, and continued new 
restaurant expansion with approximately 150 new restaurant openings across the globe. 


We promised to bring America the breakfast it deserved in 2020, and we delivered on that promise. We couldn't be happier with the 
highly successful launch of our breakfast daypart and the creation of thousands of new jobs across the U.S. system. We invested 
nearly $20 million to ready the U.S. system for breakfast and invested $15 million dollars in incremental advertising in 2020 - and 
it transformed our overall restaurant economic model, giving us fuel for growth into the future. 


Our digital business was another bright spot for us as we saw meaningful acceleration as a result of adding more delivery partners 
throughout the year and launching our Wendy's Rewards loyalty program last summer. In the fourth quarter, our digital business 
grew to over six percent of sales in the United States, which is more than double the amount from the prior year, and our digital 
traffic share growth reached double digits, outpacing our key competitors. Our digital business also saw significant growth 
Internationally, finishing the year at approximately ten percent of sales. 


As it relates to restaurant development, we have invested millions in our brand reimaging program over the past several years 
and continued to make substantial investments in development during 2020 through our new restaurant incentive programs and 
design. We believe design creates a competitive advantage and we have enhanced our new restaurant designs to include smaller 
smarter prototypes that improve returns, reduce our impact on the environment and allow us to solve for any potential growth 
opportunity. 


As we look to 2021 and beyond, we remain committed to our three strategic growth initiatives: significantly building our breakfast 
daypart, accelerating our digital business and expanding our footprint across the globe. Our goal remains the same, which is to 
invest in driving efficient, accelerated growth - and we are delivering on that commitment. 


GOOD DONE RIGHT 


During 2020, we spent significant time and resources to drive continued progress on our corporate social responsibility (CSR) 
journey. We formalized our approach to environmental, social and governance (ESG) issues by completing a comprehensive 
materiality assessment to identify the areas most material to our business-such as food safety and quality, and traceability 
and transparency~and that offer us the greatest opportunity to make a positive impact. We are using this information to 
enhance existing goals and create new ones, which we'll share in our 2020 CSR report that we expect to publish in April 2021. 
When we share this new set of goals, we'll also share the metrics we will use to track progress against them. These will be 
based on established ESG reporting frameworks such as the Sustainability Accounting Standards Board (SASB) and Global 
Reporting Initiative (GRI). 


In 2020 we also engaged in critical discourse about our role in advancing racial equity and combating social injustice. We 
pledged our support to advance social justice, youth and education in the Black community by significantly increasing 
our support of existing partners - and establishing new relationships - with organizations focused on these topics. We 
established the Wendy's Black Employee Resource Group (WeBERG) to join five other employee resource groups at Wendy's, 
and implemented diversity, equity and inclusion training and dialogues, along with enhanced resources and tools. We also 
allocated funds to support our new community-based giving program, allowing Wendy's employees to apply for grants on 
behalf of local charitable organizations in their communities throughout our global restaurant footprint. I am proud of the 
actions we took in 2020, but our work is not done - this will remain a key area of focus for us moving forward. 


LOOKING AHEAD 


Everything we do revolves around our vision of becoming the world’s most thriving and beloved restaurant brand. I am 
immensely proud of the entire Wendy's family for all we have accomplished over the past year despite the significant 
challenges we faced. I am confident that we have emerged as a stronger, more unified brand that is poised to deliver 
outsized growth. 


Our system is engaged, and we are excited about our plans for 2021 and beyond. 


Sincerely, 


TODD A. PENEGOR 
President and Chief Executive Officer 


QUALITY IS OUR RECIPE | TREAT PEOPLE WITH RESPECT | DO THE RIGHT THING 
PROFIT MEANS GROWTH | GIVE SOMETHING BACK 
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PART | 
Special Note Regarding Forward-Looking Statements and Projections 


This Annual Report on Form 10-K and oral statements made from time to time by representatives of the 
Company may contain or incorporate by reference certain statements that are “forward-looking statements” within 
the meaning of the Private Securities Litigation Reform Act of 1995 (the “Reform Act”). Generally, forward-looking 
statements include the words “may,” “believes,” “plans,” “expects,” “anticipates,” “intends,” “estimate,” “goal,” 
“upcoming,” “outlook,” “guidance” or the negation thereof, or similar expressions. In addition, all statements that 
address future operating, financial or business performance, strategies or initiatives, future efficiencies or savings, 
anticipated costs or charges, future capitalization, anticipated impacts of recent or pending investments or transactions 
and statements expressing general views about future results or brand health are forward-looking statements within 
the meaning of the Reform Act. Forward-looking statements are based on our expectations at the time such 
statements are made, speak only as of the dates they are made and are susceptible to a number of risks, uncertainties 
and other factors. For all of our forward-looking statements, we claim the protection of the safe harbor for forward- 
looking statements contained in the Reform Act. Our actual results, performance and achievements may differ 
materially from any future results, performance or achievements expressed or implied by our forward-looking 
statements. Many important factors could affect our future results and cause those results to differ materially from 
those expressed in or implied by our forward-looking statements. Such factors include, but are not limited to, the 
following: 


¢ the disruption to our business from the novel coronavirus (COVID-19) pandemic and the impact of the 
pandemic on our results of operations, financial condition and prospects; 


¢ the impact of competition or poor customer experiences at Wendy’s restaurants; 

* economic disruptions, including in regions with a high concentration of Wendy’s restaurants; 
¢ changes in discretionary consumer spending and consumer tastes and preferences; 

* impacts to our corporate reputation or the value and perception of our brand; 

° the effectiveness of our marketing and advertising programs and new product development; 

* our ability to manage the accelerated impact of social media; 

* our ability to protect our intellectual property; 

* food safety events or health concerns involving our products; 


* our ability to achieve our growth strategy through new restaurant development and our Image Activation 
program; 


* our ability to effectively manage the acquisition and disposition of restaurants or successfully implement 
other strategic initiatives; 


* risks associated with leasing and owning significant amounts of real estate, including environmental matters; 
* our ability to achieve and maintain market share in the breakfast daypart; 


¢ risks associated with our international operations, including our ability to execute our international growth 
strategy; 


¢ changes in commodity and other operating costs; 


¢ shortages or interruptions in the supply or distribution of our products and other risks associated with our 
independent supply chain purchasing co-op; 


¢ the impact of increased labor costs or labor shortages; 
¢ the continued succession and retention of key personnel and the effectiveness of our leadership structure; 


¢ risks associated with our digital commerce strategy, platforms and technologies, including our ability to adapt 
to changes in industry trends and consumer preferences; 


* our dependence on computer systems and information technology, including risks associated with the failure, 
misuse, interruption or breach of our systems or technology or other cyber incidents or deficiencies; 


¢ risks associated with our securitized financing facility and other debt agreements, including compliance with 
operational and financial covenants, restrictions on our ability to raise additional capital, the impact of our 
overall debt levels and our ability to generate sufficient cash flow to meet our debt service obligations and 
operate our business; 


¢ risks associated with our capital allocation policy, including the amount and timing of equity and debt 
repurchases and dividend payments; 


*¢ risks associated with complaints and litigation, compliance with legal and regulatory requirements and an 
increased focus on environmental, social and governance issues; 


¢ risks associated with the availability and cost of insurance, changes in accounting standards, the recognition 
of impairment or other charges, the impact of realignment and reorganization initiatives, changes in tax rates 
or tax laws and fluctuations in foreign currency exchange rates; 


* conditions beyond our control, such as adverse weather conditions, natural disasters, hostilities, social unrest, 
health epidemics or pandemics or other catastrophic events; and 


* other risks and uncertainties referred to in this Annual Report on Form 10-K (see especially “Item 1A. Risk 
Factors” and “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of 
Operations”) and in our other current and periodic filings with the Securities and Exchange Commission. 


In addition to the factors described above, there are risks associated with our predominantly franchised business 
model that could impact our results, performance and achievements. Such risks include our ability to identify, attract 
and retain experienced and qualified franchisees and effectively manage the transfer of restaurants between and among 
franchisees, the business and financial health of franchisees, the ability of franchisees to meet their royalty, advertising, 
development, reimaging and other commitments, participation by franchisees in brand strategies and the fact that 
franchisees are independent third parties that own, operate and are responsible for overseeing the operations of their 
restaurants. Our predominantly franchised business model may also impact the ability of the Wendy’s system to 
effectively respond and adapt to market changes. Many of these risks have been or in the future may be heightened 
due to the business disruption and impact from the COVID-19 pandemic. 


All future written and oral forward-looking statements attributable to us or any person acting on our behalf are 
expressly qualified in their entirety by the cautionary statements contained or referred to above. New risks and 
uncertainties arise from time to time, and it is impossible for us to predict these events or how they may affect us. We 
assume no obligation to update any forward-looking statements after the date of this Annual Report on Form 10-K as 
a result of new information, future events or developments, except as required by federal securities laws, although we 
may do so from time to time. We do not endorse any projections regarding future performance that may be made by 
third parties. 


Explanatory Note 


The Wendy’s Company (“The Wendy’s Company”) is the parent company of its 100% owned subsidiary 
holding company, Wendy’s Restaurants, LLC (“Wendy’s Restaurants”). Wendy’s Restaurants is the parent company 
of Wendy’s International, LLC (formerly known as Wendy’s International, Inc.). Wendy’s International, LLC is the 
indirect parent company of (1) Quality Is Our Recipe, LLC (“Quality”), which is the owner and franchisor of the 
Wendy’s® restaurant system in the United States and all international jurisdictions except for Canada, and 
(2) Wendy’s Restaurants of Canada Inc., which is the owner and franchisor of the Wendy’s restaurant system in 
Canada. As used in this report, unless the context requires otherwise, the term “Company” refers to The Wendy’s 
Company and its direct and indirect subsidiaries, and “Wendy’s” refers to Quality when the context relates to 
ownership of or franchising the Wendy’s restaurant system and to Wendy’s International, LLC when the context 
refers to the Wendy’s brand. References in this Annual Report on Form 10-K (the “Form 10-K”) to restaurants that 
we “own” or that are “Company-operated” include owned and leased restaurants. 


Item 1. Business. 
Company Overview 
Wendy’s is primarily engaged in the business of operating, developing and franchising a system of distinctive 


quick-service restaurants serving high quality food. Wendy’s opened its first restaurant in Columbus, Ohio in 1969. 
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Today, Wendy’s is the #2 quick-service restaurant company in the hamburger sandwich segment in the United States 
(the “U.S.”) based on traffic share*, and the third largest globally with 6,828 restaurants in the United States and 
30 foreign countries and U.S. territories as of January 3, 2021. (*Based on The NPD Group CREST® data for the 
twelve months ended December 2020.) 


At January 3, 2021, there were 5,881 Wendy’s restaurants in operation in the United States. Of these 
restaurants, 361 were operated by the Company and 5,520 were operated by a total of 228 franchisees. In addition, at 
January 3, 2021, there were 947 Wendy’s restaurants in operation in 30 foreign countries and U.S. territories, all of 
which were franchised. 


The Company’s principal executive offices are located at One Dave Thomas Blvd., Dublin, Ohio 43017, and 
its telephone number is (614) 764-3100. 


Corporate History 


The Wendy’s Company’s corporate predecessor was incorporated in Ohio in 1929 and was reincorporated in 
Delaware in June 1994. Effective September 29, 2008, in conjunction with the Wendy’s Merger (as defined below), 
the Company’s corporate name was changed from Triarc Companies, Inc. to Wendy’s/Arby’s Group, Inc. (““Wendy’s/ 
Arby’s”). Effective July 5, 2011, in connection with the Company’s sale of Arby’s Restaurant Group, Inc. (“Arby’s”), 
the Company’s corporate name was changed to The Wendy’s Company. 


Merger with Wendy’s 


On September 29, 2008, Triarc Companies, Inc. and Wendy’s International, Inc. completed their merger (the 
“Wendy’s Merger”) in an all-stock transaction in which Wendy’s shareholders received 4.25 shares of Wendy’s/Arby’s 
Class A common stock for each Wendy’s common share owned. In the Wendy’s Merger, approximately 377,000,000 
shares of Wendy’s/Arby’s Class A common stock were issued to Wendy’s shareholders. In addition, effective on the 
date of the Wendy’s Merger, Wendy’s/Arby’s Class B common stock was converted into Class A common stock. In 
connection with the May 28, 2009 amendment and restatement of Wendy’s/Arby’s Certificate of Incorporation, 
Wendy’s/Arby’s Class A common stock was redesignated as “Common Stock.” 


Sale of Arby’s 


On July 4, 2011, the Company completed the sale of 100% of the common stock of Arby’s to ARG IH 
Corporation (“ARG”), a wholly-owned subsidiary of ARG Holding Corporation (“ARG Parent”), for $130.0 million 
in cash (subject to customary purchase price adjustments) and 18.5% of the common stock of ARG Parent (through 
which the Company indirectly retained an 18.5% interest in Arby’s). Our 18.5% equity interest was diluted to 12.3% 
on February 5, 2018, when a subsidiary of ARG Parent acquired Buffalo Wild Wings, Inc. As a result, our diluted 
ownership interest included both the Arby’s® and Buffalo Wild Wings® brands under the newly formed combined 
company, Inspire Brands, Inc. (“Inspire Brands”). On August 16, 2018, the Company sold its remaining 12.3% 
ownership interest to Inspire Brands for $450.0 million. (Arby’s is a registered trademark of Arby’s IP Holder, LLC 
and Buffalo Wild Wings is a registered trademark of Buffalo Wild Wings, Inc.) 


Fiscal Year 


The Company’s fiscal reporting periods consist of 52 or 53 weeks ending on the Sunday closest to 
December 31 and are referred to herein as (1) “the year ended January 3, 2021” or “2020,” which consisted of 
53 weeks, (2) “the year ended December 29, 2019” or “2019,” which consisted of 52 weeks, and (3) “the year ended 
December 30, 2018” or “2018,” which consisted of 52 weeks. 


Business Strategy 


Wendy’s long-term growth opportunities include investing in accelerated global growth through (1) building 
our breakfast daypart, (2) continued implementation of consumer-facing digital platforms and technologies and 
(3) expanding the Company’s footprint through targeted U.S. expansion and accelerated international expansion 
through same-restaurant sales growth and new restaurant development. Wendy’s vision is to become the world’s most 
thriving and beloved restaurant brand. 


Business Segments 


The Company is comprised of the following segments: (1) Wendy’s U.S., (2) Wendy’s International and 
(3) Global Real Estate & Development. Wendy’s U.S. includes the operation and franchising of Wendy’s restaurants 
in the U.S. and derives its revenues from sales at Company-operated restaurants and royalties, fees and advertising 
fund collections from franchised restaurants. Wendy’s International includes the franchising of Wendy’s restaurants in 
countries and territories other than the U.S. and derives its revenues from royalties, fees and advertising fund 
collections from franchised restaurants. Global Real Estate & Development includes real estate activity for owned sites 
and sites leased from third parties, which are leased and/or subleased to franchisees, and also includes our share of the 
income of our Canadian restaurant real estate joint venture (“TimWen”). In addition, Global Real Estate & 
Development earns fees from facilitating franchisee-to-franchisee restaurant transfers (“Franchise Flips”) and 
providing other development-related services to franchisees. See Management’s Discussion and Analysis of Financial 
Condition and Results of Operations contained in Item 7 herein and Note 26 of the Financial Statements and 
Supplementary Data contained in Item 8 herein for segment financial information. 


The Wendy’s Restaurant System 


The revenues from our restaurant business are derived from two principal sources: (1) sales at Company- 
operated restaurants and (2) franchise-related revenues, including royalties, national advertising funds contributions, 
rents and franchise fees received from Wendy’s franchised restaurants. Company-operated restaurants comprised 
approximately 5% of the total Wendy’s system as of January 3, 2021. 


Restaurant Openings and Closings 


During 2020, Wendy’s opened seven new Company-operated restaurants and closed two generally 
underperforming Company-operated restaurants. During 2020, Wendy’s franchisees opened 140 new restaurants and 
closed 105 generally underperforming restaurants. 


The following table sets forth the number of Wendy’s restaurants in operation at the beginning and end of each 
fiscal year from 2018 to 2020: 


oan 20192018 
Restaurants open at beginning of period .................004. 6,788 6,711 6,634 
Restaurants opened during period .......... 00.0000... eee ee 147 182 159 
Restaurants closed during period .......... 0.000000. eee (107) (105) (82) 
Restaurants open at end of period .......... 0.0.00... eee ee 6,828 6,788 6,711 


Restaurant Operations 


Each Wendy’s restaurant offers an extensive menu specializing in hamburger sandwiches and featuring filet of 
chicken breast sandwiches, which are prepared to order with the customer’s choice of condiments. Wendy’s menu also 
includes chicken nuggets, chili, french fries, baked potatoes, freshly prepared salads, soft drinks, Frosty® desserts and 
kids’ meals. In addition, Wendy’s restaurants sell a variety of promotional products on a limited time basis. In March 
2020, Wendy’s entered the breakfast daypart across the U.S. system. Wendy’s breakfast menu features a variety of 
breakfast sandwiches, biscuits and croissants, sides such as seasoned potatoes, oatmeal bars and seasonal fruit, and a 
beverage platform that includes hot coffee, cold brew iced coffee and our vanilla and chocolate Frosty-ccino iced 
coffee. 


Free-standing Wendy’s restaurants generally include a pick-up window in addition to a dining room. In each of 
2018 and 2019, approximately two-thirds of sales at Company-operated restaurants occurred through the pick-up 
window. In 2020, pick-up window sales represented approximately 83% of sales at Company-operated restaurants, 
reflecting the impact of the COVID-19 pandemic. 


Wendy’s strives to maintain quality and uniformity throughout all restaurants by publishing detailed 
specifications for food products, preparation and service, continual in-service training of employees, restaurant 
operational audits and field visits from Wendy’s supervisors. In the case of franchisees, field visits are made by 
Wendy’s personnel who review operations, including quality, service and cleanliness and make recommendations to 
assist in compliance with Wendy’s specifications. 
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Supply Chain, Distribution and Purchasing 


As of January 3, 2021, three independent processors (five total production facilities) supplied all of the beef 
used by Wendy’s restaurants in the United States. In addition, six independent processors (14 total production 
facilities) supplied all of the chicken used by Wendy’s restaurants in the United States. In addition, there was one 
main in-line distributor of food, packaging and beverage products, excluding breads, that serviced approximately 67% 
of Wendy’s restaurants in the United States and four additional in-line distributors that, in the aggregate, serviced 
approximately 32% of Wendy’s restaurants in the United States. Except as discussed below, Wendy’s and its 
franchisees have not experienced any material shortages of food, equipment, fixtures or other products that are 
necessary to maintain restaurant operations, and Wendy’s anticipates no such shortages of products and believes that 
alternate suppliers and distribution sources are available. During 2020, the COVID-19 pandemic led to interruptions 
in the delivery of certain products to Wendy’s restaurants. For example, we experienced disruptions to our beef supply 
beginning in early May 2020 as beef suppliers across North America faced production challenges. As a result, some 
menu items were occasionally in short supply at some Wendy’s system restaurants. While we and our supply chain 
partners effectively managed through this disruption and the beef supply subsequently returned to normal levels across 
the Wendy’s system, there can be no assurances that we will not see similar disruptions in the future. Suppliers and 
distributors to the Wendy’s system must comply with United States Department of Agriculture (“USDA”) and 
United States Food and Drug Administration (“FDA”) regulations governing the manufacture, packaging, storage, 
distribution and sale of all food and packaging products. 


Wendy’s has a purchasing co-op relationship structure with its franchisees that establishes Quality Supply 
Chain Co-op, Inc. (““QSCC”). QSCC manages, for the Wendy’s system in the United States and Canada, contracts 
for the purchase and distribution of food, proprietary paper, operating supplies and equipment under national 
agreements with pricing based upon total system volume. QSCC’s supply chain management facilitates the continuity 
of supply and provides consolidated purchasing efficiencies while monitoring and seeking to minimize possible 
obsolete inventory throughout the Wendy’s supply chain in the United States and Canada. Wendy’s and its 
franchisees pay sourcing fees to third-party vendors on certain products sourced by QSCC. Such sourcing fees are 
remitted by these vendors to QSCC and are the primary means of funding QSCC’s operations. Should QSCC’s 
sourcing fees exceed its expected needs, QSCC’s board of directors may return some or all of the excess to its members 
in the form of a patronage dividend. 


Wendy’s does not sell food or restaurant supplies to its franchisees. 


Quality Assurance 


Wendy’s quality assurance program is designed to verify that the food products supplied to our restaurants are 
processed in a safe, sanitary environment and in compliance with our food safety and quality standards. Wendy’s 
quality assurance personnel conduct multiple sanitation and production audits throughout the year for all of our core 
menu product processing facilities, which include beef, chicken, pork, buns, french fries, Frosty® dessert ingredients 
and produce. Animal welfare audits are also conducted at all beef, chicken and pork facilities to confirm compliance 
with our required animal welfare and handling policies and procedures. In addition to our facility audit program, 
weekly samples of beef, chicken and other core menu products from our distribution centers are randomly sampled 
and analyzed by a third-party laboratory to test conformance to our quality specifications. Wendy’s representatives, 
including third party auditors, regularly conduct evaluations and inspections of all Company-operated and franchise 
restaurants to test conformance to our sanitation, food safety and operational requirements. Wendy’s has the right to 
terminate franchise agreements if franchisees fail to comply with quality standards. In response to the COVID-19 
pandemic, we adapted and evolved certain of our audits which were traditionally conducted onsite, taking advantage 
of various virtual tools and resources to engage effectively with our suppliers. We also reviewed and reinforced our 
strict policies and procedures related to food safety procedures, personal hygiene standards, handwashing 
requirements and sanitation protocols through frequent communications and retraining, and instituted a brand 
standard that restaurant employees should wear a mask or face covering and service gloves while working, unless an 
exception applies. 


Information Technology 


Wendy’s relies on computer systems and information technology to conduct its business. Wendy’s utilizes both 
commercially available third-party software and proprietary software owned by the Company to run the point-of-sale 
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and kitchen delivery functions and certain other consumer-facing and back-office functions in Wendy’s restaurants. 
Wendy’s has invested significant resources to focus on consumer-facing technology, including installing a single 
point-of-sale system for Wendy’s U.S. and Canadian restaurants, activating mobile ordering via Wendy’s mobile apps, 
launching the Wendy’s Rewards loyalty program and establishing delivery arrangements with third-party vendors for 
Wendy’s U.S. and Canadian restaurants. We believe our digital platforms are critical to creating a more seamless user 
experience, providing insights to enhance our relationship with customers and meeting consumer demand for 
customization, speed and convenience. In December 2019, Wendy’s implemented a plan to realign and reinvest 
resources in our IT organization to strengthen our ability to accelerate growth. We are partnering with a third-party 
global IT consultant on this new structure to leverage their global capabilities and enable a more seamless integration 
between our digital and corporate IT assets. 


Trademarks and Service Marks 


Wendy’s or its subsidiaries have registered certain trademarks and service marks in the United States Patent and 
Trademark Office and in international jurisdictions, some of which include Wendy’s®, Old Fashioned Hamburgers® 
and Quality Is Our Recipe®. Wendy’s believes that these and other related marks are of material importance to its 
business. Domestic trademarks and service marks have their next required maintenance filings at various times from 
2021 to 2031 in order to keep such registrations in force, while international trademarks and service marks have 
various durations of ten to 15 years. Wendy’s generally intends to maintain and renew its trademarks and service mark 
registrations in accordance with applicable deadlines. 


Wendy’s entered into an Assignment of Rights Agreement with the Company’s founder, Dave Thomas, and his 
wife dated as of November 5, 2000 (the “Assignment”). Wendy’s had used Mr. Thomas, who was Senior Chairman 
of the Board until his death on January 8, 2002, as a spokesperson and focal point for its products and services for 
many years. With the efforts and attributes of Mr. Thomas, Wendy’s has, through its extensive investment in the 
advertising and promotional use of Mr. Thomas’ name, likeness, image, voice, caricature, endorsement rights and 
photographs (the “Thomas Persona”), made the Thomas Persona well known in the United States and throughout 
North America and a valuable asset for both Wendy’s and Mr. Thomas’ estate. Under the terms of the Assignment, 
Wendy’s acquired the entire right, title, interest and ownership in and to the Thomas Persona, including the sole and 
exclusive right to commercially use the Thomas Persona. 


Research and Development 


New product development is important to the Wendy’s system. The Company believes that the development 
and testing of new and improved products is critical to increasing sales, attracting new customers and differentiating 
the Wendy’s brand from competitors. The Company maintains a state-of-the-art research and development facility 
that includes a sensory lab, analytical labs, culinary kitchens and a Wendy’s test kitchen. The Company employs a 
variety of professionals from the culinary and food science disciplines to bring new and improved products to market. 


Seasonality 


Wendy’s restaurant operations are moderately seasonal. Wendy’s average restaurant sales are normally higher 
during the summer months than during the winter months. Because our business is moderately seasonal, results for 
any quarter are not necessarily indicative of the results that may be achieved for any other quarter or for the full fiscal 
year. 


Competition 


Each Wendy’s restaurant is in competition with other food service operations within the same geographical 
area. The quick-service restaurant segment is highly competitive and includes well-established competitors. Wendy’s 
competes with other restaurant companies and food outlets, primarily through the quality, variety, convenience, price 
and value perception of food products offered. The number and location of restaurants, quality and speed of service, 
attractiveness of facilities, effectiveness of marketing and new product development by Wendy’s and its competitors 
are also important factors. The price charged for each menu item may vary from market to market (and within 
markets) depending on competitive pricing and the local cost structure. Wendy’s also competes within the food 
service industry and the quick-service restaurant sector for customers as well as for personnel, suitable real estate sites 
and qualified franchisees. 
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Wendy’s competitive position is differentiated by a focus on quality, its use of fresh, never frozen ground beef* 
and fresh-cut vegetables in the United States, Canada and certain other countries, its unique and diverse menu, its 
promotional products, its choice of condiments and the atmosphere and décor of its restaurants. (*Fresh beef available 
in the contiguous U.S., Alaska and Canada.) Wendy’s continues to implement its Image Activation program, which 
includes reimaging existing Wendy’s restaurants and building new Wendy’s restaurants with innovative exterior and 
interior restaurant designs, with plans for a significant number of new and reimaged restaurants in 2021 and beyond. 
The Image Activation program also differentiates the Company from its competitors by its emphasis on selection and 
performance of restaurant employees that provide friendly and engaged customer service in Wendy’s restaurants. 


Many of the leading restaurant chains continue to focus on new restaurant development as one strategy to 
increase market share through increased consumer awareness and convenience. This results in increased competition 
for available development sites and higher development costs for those sites. Competitors also employ marketing 
strategies such as frequent use of price discounting, frequent promotions and heavy advertising expenditures. 
Continued price discounting, including the use of coupons and offers, in the quick-service restaurant industry and the 
emphasis on value menus could have an adverse impact on Wendy’s business. 


Other restaurant chains have also competed by offering high quality sandwiches made with fresh ingredients 
and artisan breads, and there are several emerging restaurant chains featuring high quality food served at in-line 
locations. Several chains have also sought to compete by targeting certain consumer groups, such as capitalizing on 
trends toward certain types of diets or dietary preferences (e.g., plant-based food, alternative proteins, low 
carbohydrate, low trans-fat, gluten free or antibiotic free) by offering menu items that are promoted as being 
consistent with such diets. 


Additional competitive pressures for prepared food purchases come from operators outside the restaurant 
industry. A number of major grocery chains offer fresh deli sandwiches and fully prepared food and meals to go as 
part of their deli sections. Some of these chains also have in-store cafes with service counters and tables where 
consumers can order and consume a full menu of items prepared especially for that portion of the operation. 
Additionally, convenience stores and retail outlets at gas stations frequently offer a wide variety of sandwiches and 
other foods. 


Wendy’s also competes with grocery chains and other retail outlets that sell food to be prepared at home. 
Competition with these chains and other outlets has increased due to the gap between the price of food at home 
compared to the price of food purchased at restaurants. 


Technology and delivery are becoming increasingly critical parts of the restaurant consumer experience. In the 
quick-service restaurant category, technology initiatives include mobile interactive technology for brand and menu 
search information, mobile ordering, mobile payment, mobile offers, customer loyalty and rewards programs and 
other self-service technologies. An increasing number of restaurant chains have also introduced or expanded their 
restaurant delivery arrangements as another strategy to increase market share. If our digital commerce platforms or 
third-party delivery providers do not meet customers’ expectations in terms of security, speed, cost, attractiveness or 
ease of use, customers may be less inclined to use those platforms or providers and our competitive position could be 
adversely impacted. 


System Optimization 


The Company’s system optimization initiative included a shift from Company-operated restaurants to 
franchised restaurants over time, through acquisitions and dispositions, as well as by facilitating Franchise Flips. 
During 2016, the Company completed the sale of 310 Company-operated restaurants to franchisees, which resulted 
in the completion of its plan to reduce its ongoing Company-operated restaurant ownership to approximately 5% of 
the total Wendy’s system. 


While the Company has no plans to reduce its ownership below the approximately 5% level, it expects to 
continue to optimize the Wendy’s system by facilitating Franchise Flips, as well as evaluating strategic acquisitions of 
franchised restaurants and strategic dispositions of Company-operated restaurants to existing and new franchisees, to 
further strengthen the franchisee base, drive new restaurant development and accelerate adoption of Wendy’s Image 
Activation program. Wendy’s generally retains a right of first refusal in connection with any proposed sale or transfer 
of franchised restaurants. 


During 2018, the Company sold three Company-operated restaurants to franchisees and acquired 16 Wendy’s 
restaurants from franchisees. During 2019, the Company acquired five Wendy’s restaurants from franchisees. No 
Company-operated restaurants were sold to franchisees during 2019. One Company-operated restaurant was sold to a 
franchisee during 2020. In addition, during 2020, 2019 and 2018, the Company facilitated Franchise Flips covering 
54, 37 and 96 restaurants, respectively. 


Franchising 


As of January 3, 2021, 228 Wendy’s U.S. franchisees operated 5,520 franchised restaurants in 50 states and the 
District of Columbia, and 102 Wendy’s international franchisees operated 947 franchised restaurants in 30 foreign 
countries and U.S. territories. 


U.S. Franchise Arrangements 


The rights and obligations governing the majority of franchised restaurants operating in the United States are 
set forth in the Wendy’s current Unit Franchise Agreement (the “Current Franchise Agreement”) (non-traditional 
locations may operate under an amended agreement). This agreement provides the franchisee the right to construct, 
own and operate a Wendy’s restaurant upon a site accepted by Wendy’s and to use the Wendy’s system in connection 
with the operation of the restaurant at that site. The Current Franchise Agreement provides for a 20-year term and a 
ten-year renewal subject to certain conditions. The initial term may be extended up to 25 years and the renewal 
extended up to 20 years for qualifying restaurants under the new restaurant development incentive and reimage 
programs described below in “Franchise Development and Other Relationships”. Wendy’s has in the past franchised 
under different agreements on a multi-unit basis; however, Wendy’s now grants new Wendy’s franchises on a 
unit-by-unit basis. 


The Current Franchise Agreement requires that the franchisee pay a monthly royalty of 4.0% of sales, as 
defined in the agreement, from the operation of the restaurant. The agreement also typically requires that the 
franchisee pay Wendy’s an initial technical assistance fee. In the United States, the standard technical assistance fee 
required under a newly executed Current Franchise Agreement is currently $50,000 for each new restaurant opened. 


The technical assistance fee is used to defray some of the costs to Wendy’s for training, start-up and transitional 
services related to new and existing franchisees acquiring Company-operated restaurants and in the development and 
opening of new restaurants. In certain limited instances (such as a reduced franchise agreement term or other unique 
circumstances), Wendy’s may charge a reduced technical assistance fee or may waive the technical assistance fee. 
Wendy’s does not select or employ personnel on behalf of franchisees. 


International Franchise Arrangements 


Wendy’s Restaurants of Canada Inc. (““WROC”), a 100% owned subsidiary of Wendy’s, holds master franchise 
rights for Canada. The rights and obligations governing the majority of franchised restaurants operating in Canada are 
set forth in a Single Unit Sub-Franchise Agreement (the “Single Unit Sub-Franchise Agreement”). This document 
provides the franchisee the right to construct, own and operate a Wendy’s restaurant upon a site accepted by WROC 
and to use the Wendy’s system in connection with the operation of the restaurant at that site. The Single Unit 
Sub-Franchise Agreement provides for a 20-year term and a ten-year renewal subject to certain conditions. The 
sub-franchisee pays to WROC a monthly royalty of 4.0% of sales, as defined in the agreement, from the operation of 
the restaurant. The agreement also typically requires that the franchisee pay WROC an initial technical assistance fee. 
The standard technical assistance fee is currently C$50,000 for each new restaurant opened. 


Franchisees who wish to operate Wendy’s restaurants outside of the United States and Canada enter into 
franchise or license agreements with Wendy’s that generally provide franchise rights for each restaurant for an initial 
term of ten years or 20 years, depending on the country, and typically include a ten-year renewal provision, subject to 
certain conditions. The agreements grant a license to the franchisee to use the Wendy’s trademarks and know-how in 
the operation of a Wendy’s restaurant at a specified location. Generally, the franchisee pays Wendy’s an initial 
technical assistance fee or other per restaurant fee and monthly fees based on a percentage of gross monthly sales of 
each restaurant. In certain foreign markets, Wendy’s may grant the franchisee exclusivity to develop a territory in 
exchange for the franchisee undertaking to develop a specified number of new Wendy’s restaurants in the territory 
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based on a negotiated schedule. In these instances, the franchisee generally pays Wendy’s an upfront development fee, 
annual development fees or a per restaurant development fee. In certain circumstances, Wendy’s may grant a 
franchisee the right to sub-franchise in a stated territory, subject to certain conditions. 


Franchise Development and Other Relationships 


In addition to its franchise and license agreements, Wendy’s also enters into development and/or relationship 
agreements with certain franchisees. The development agreement provides the franchisee with the right to develop a 
specified number of new Wendy’s restaurants using the Image Activation program design within a stated, 
non-exclusive territory for a specified period, subject to the franchisee meeting interim new restaurant development 
requirements. The relationship agreement addresses other aspects of the franchisor-franchisee relationship, such as 
restrictions on operating competing restaurants, participation in brand initiatives such as the Image Activation 
program, employment of approved operators, confidentiality and restrictions on engaging in sale/leaseback or debt 
refinancing transactions without Wendy’s prior consent. 


In order to promote new restaurant development, Wendy’s has an incentive program for franchisees that 
provides for technical assistance fee waivers and reductions in royalty and national advertising payments for up to the 
first two years of operation for qualifying new restaurants opened prior to December 31, 2022. In addition, Wendy’s 
has a restaurant development incentive program that provides for incremental reductions in royalty and national 
advertising payments for up to the first two years of operation for qualifying new restaurants for existing franchisees 
that sign up for the program under a new development agreement, or through an extension of their existing 
development agreement, and commit to incremental development of new Wendy’s restaurants. Under any extended 
development agreements, franchisees are also eligible for technical assistance fee waivers for restaurants opened one 
year in advance of their original development schedule so long as the restaurants are opened prior to December 31, 
2022. Wendy’s also provides franchisees with the option of an early 20-year or 25-year renewal of their franchise 
agreement upon completion of reimaging utilizing certain approved Image Activation reimage designs. 


Franchised restaurants are required to be operated under uniform operating standards and specifications relating 
to the selection, quality and preparation of menu items, signage, decor, equipment, uniforms, suppliers, maintenance 
and cleanliness of premises and customer service. Wendy’s monitors franchisee operations and inspects restaurants 
periodically to ensure that required practices and procedures are being followed. 


See Note 7 and Note 21 of the Financial Statements and Supplementary Data contained in Item 8 herein, and 
the information under “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of 
Operations” herein, for information regarding certain guarantee obligations, reserves, commitments and contingencies 
involving franchisees. 


Advertising and Marketing 


In the United States and Canada, Wendy’s advertises nationally through national advertising funds on network 
and cable television programs, including nationally televised events, and advertises locally primarily through regional 
network and cable television, radio and social media. Wendy’s maintains two national advertising funds established to 
collect and administer funds contributed for use in advertising through television, radio, the Internet and a variety of 
promotional campaigns, including the increasing use of social media. Separate national advertising funds are 
administered for Wendy’s United States and Canadian restaurant locations. Contributions to the national advertising 
funds are required to be made by both Company-operated and franchised restaurants and are based on a percentage of 
restaurant retail sales. In addition to the contributions to the national advertising funds, Wendy’s requires additional 
contributions to be made for both Company-operated and franchised restaurants based on a percentage of restaurant 
retail sales for the purpose of local and regional advertising programs. Required franchisee contributions to the 
national advertising funds and for local and regional advertising programs are governed by the Current Franchise 
Agreement in the United States and by the Single Unit Sub-Franchise Agreement in Canada. Required contributions 
by Company-operated restaurants for advertising and promotional programs are at the same percentage of retail sales 
as franchised restaurants within the Wendy’s system. As of January 3, 2021, the contribution rate for U.S. restaurants 
was generally 3.5% of retail sales for national advertising and 0.5% of retail sales for local and regional advertising. As 
of January 3, 2021, the contribution rate for Canadian restaurants was generally 3.0% of retail sales for national 
advertising and 1.0% of retail sales for local and regional advertising, with the exception of Quebec, for which there is 
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no national advertising contribution rate and the local and regional advertising contribution rate is 4.0% of retail 
sales. See Note 24 of the Financial Statements and Supplementary Data contained in Item 8 herein for further 
information regarding advertising. 


Human Capital 


At Wendy’s, our vision is to become the world’s most thriving and beloved restaurant brand and every day we 
strive to live our purpose of creating joy and opportunity through food, family and community. Our restaurants, our 
food, and the value and service we provide to our customers are all integral, but ultimately it is our people that help us 
deliver our brand promise of “Fast Food Done Right” every single day. 


From day one, the Wendy’s business has always been of, for and about people. Respect, equity and fair 
treatment for our team members, franchisees, supplier partners and vendors is a central part of our business. So is 
staying true to our values established by our founder Dave Thomas, which include Doing the Right Thing, Treating 
People with Respect and Giving Something Back. We strive to bring those values to life through daily interactions 
with our team members and customers and in the communities where we do business. We also continue to invest in 
our people to ensure we are able to attract, hire and retain great talent throughout our organization. We measure our 
effectiveness in these areas using various tools and metrics, including administering an employee engagement survey 
twice a year and tracking our employee turnover rates compared to others in the restaurant industry. During 2020, we 
continued to outperform our peer group benchmarks and we saw consistent progress in both increased employee 
engagement and lower turnover. 


As of January 3, 2021, the Company was comprised of approximately 14,000 employees, of which 
approximately two-thirds were part-time, and one-third were full-time. The vast majority of our employees are located 
in the United States and work in our Company-operated restaurants within our Wendy’s U.S. business segment. 
Outside of our restaurants, our largest population of employees work in our field support organization or at our 
Restaurant Support Center in Dublin, Ohio. Our workforce represents nearly all demographics, with diversity in age, 
race, ethnicity, gender, gender identity and sexual orientation. Specifically, we have more women than men, more 
employees that identify as persons of color than white, and more employees under the age of 30 than any other age 


group. 


Diversity, Equity and Inclusion 


We believe our strategic focus on diversity, equity and inclusion (“DE&I”) helps the Company deliver on our 
values as well as support our financial performance and global growth strategy. Creating and fostering inclusive work 
environments and teams allows us to create an engaging and welcoming culture for our employees, which we believe 
positively affects the quality of products and experience we deliver to our customers. 


Our DE&I strategy is built around three pillars. First, we seek to increase our knowledge and accountability to 
ensure we have a diverse and inclusive mindset. Next, we work to ensure our recruiting and hiring initiatives are 
reaching a broad audience, so that our workforce represents the communities in which we serve. Third, we strive to 
expand and develop a strong, diverse pipeline of talent by providing opportunities for growth and development at all 
levels of our organization. Our senior management and Board of Directors serve an integral role in our DE&I 
strategy, providing guidance and oversight. 


We are fortunate to have several thriving Employee Resource Groups (“ERGs”), which are voluntary 
employee-led groups, each sponsored by a Wendy’s senior leadership team member. Our ERGs serve an important 
role in support of our DE&I strategy, creating forums for learning and inclusion, opportunities to celebrate different 
backgrounds, empowering employees to bring their authentic self to work, and creating leadership and professional 
development opportunities. Our ERGs focus on employees and allies who identify as Women (Women of Wendy’s), 
LGBTQ+ (WeQual), Military Veterans & Families (WeVets), Culturally Diverse (WCDN), Black (WeBERG) and 
Young Professional (WenGEN). 


Compensation and Benefits 


We are committed to providing market-competitive and equitable pay and benefits to attract and retain great 
talent. We enable this by benchmarking and analyzing pay and benefits both externally and internally. In addition to 
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competitive hourly rates and base salaries, all general managers and district managers of our Company-operated 
restaurants are eligible for performance-based cash incentive bonuses, along with all corporate management staff. For 
our restaurant-level employees, we offer the potential for raises at least twice annually based on individual 
performance reviews. At Wendy’s, we are committed to providing pay equity for all employees, regardless of gender or 
ethnicity. 


We offer a robust set of benefits to help our employees and their families stay healthy and effectively manage 
spend related to health and financial well-being. This includes standard benefits, such as medical and prescription 
drug, dental and vision, 401(k) savings and retirement plans and health savings accounts. In addition, we provide 
access to our Employee Assistance Program, paid sick leave, paid parental leave and adoption benefits for all 
employees globally at all levels. For employees based in the U.S., we also provide telehealth visits at no cost to 
employees enrolled in a Wendy’s health care plan, and telehealth access at a discounted cost to all employees not 
enrolled in a Company health care plan. 


Safety and Well-Being 


We are committed to providing safe work environments and providing our employees with the resources they 
need to promote their well-being. Given the significant impact of the COVID-19 pandemic, 2020 presented a unique 
set of challenges. We took several actions during the year to support the safety and well-being of our employees, such 
as providing enhanced safety training and personal protective equipment (PPE), social distancing measures, the ability 
to take advantage of emergency paid sick leave, recognition pay for our front-line restaurant employees and protection 
of bonus payments for our restaurant General Managers and District Managers when the COVID-19 pandemic was 
impacting financial performance outside of the managers’ control. 


Talent Development 


To set our employees up for success and help them achieve their personal development needs and career 
growth, we invest in training and development programs at all levels within the Company. We also leverage annual 
processes that support individual performance planning, individual professional development planning and a broad 
review of talent throughout our organization. Restaurant-level employees take advantage of an extensive online 
learning curriculum, as well as hands-on training led by crew trainers, managers and field support staff. Restaurant 
managers and multi-unit operators participate in Wendy’s University, which includes targeted training to develop 
management and leadership skills. Wendy's University also provides targeted programming for corporate 
management staff, including diversity training, people manager training, leadership dialogues and the opportunity to 
participate in third party conferences and training. 


We also share information about our people and human capital initiatives on our website at www.wendys.com/ 
what-we-value, in our annual Corporate Social Responsibility report and on The Square Deal!@ Wendy’s Blog at 
www.squaredealblog.com. The contents of our website and these additional information sources are not incorporated 
by reference in this Form 10-K or any other report or document we file with the Securities and Exchange 
Commission. 


Governmental Regulations 
U.S. Operations 


The Company and our franchisees are subject to various federal, state and local laws and regulations affecting 
the operation of our respective businesses, including laws and regulations relating to building and zoning, health, fire 
and safety, sanitation, food preparation, nutritional content and menu labeling, advertising, information security, 
privacy and consumer protection, as well as laws, regulations, recommendations and guidelines related to the 
COVID-19 pandemic. Each Wendy’s restaurant is subject to licensing and regulation by a number of governmental 
authorities in the state or municipality in which the restaurant is located. The Company is also subject to federal, state 
and local laws governing labor and employment matters, including minimum wage requirements, overtime and other 
working conditions, family leave and health care mandates, union organizing, work authorization requirements, 
insurance and workers’ compensation rules and anti-discrimination and anti-harassment laws applicable to Company 
employees, and our franchisees are subject to labor and employment laws with respect to their employees. 
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Additionally, the Company and our franchisees are subject to the Americans with Disabilities Act and other similar 
laws that provide civil rights protections to individuals with disabilities in the context of public accommodations and 
other areas. 


The Company’s franchising activities are subject to the rules and regulations of the Federal Trade Commission 
(the “FTC”) and various state laws regulating the offer and sale of franchises. The FTC requires that franchisors 
furnish a franchise disclosure document (“FDD”) containing certain information to prospective franchisees before the 
execution of a franchise agreement. Several states require registration and disclosure of the FDD in connection with 
franchise offers and sales and have laws regulating the franchisor-franchisee relationship. These state laws often limit, 
among other things, the duration and scope of non-competition provisions and the ability of franchisors to terminate 
franchise agreements or withhold consent to the renewal or transfer of franchise agreements. The Company believes 
that our FDD, together with applicable state versions or supplements, and franchising procedures comply in all 
material respects with the FTC’s franchise rules and applicable state franchise laws. 


International Operations 


Internationally, the Company and our franchisees are subject to national, provincial and local laws and 
regulations that often are similar to those impacting us and our franchisees in the U.S., including laws and regulations 
concerning franchises, labor and employment, building and zoning, health, fire and safety, sanitation, food 
preparation, nutritional content, menu labeling, advertising, information security, privacy and consumer protection, 
as well as laws, regulations, recommendations and guidelines related to the COVID-19 pandemic. Wendy’s 
restaurants outside the U.S. are also often subject to tariffs and regulations on imported commodities and equipment 
and laws regulating foreign investment, as well as anti-bribery and anti-corruption laws. The Company believes that 
our international franchise disclosure documents and franchising procedures comply in all material respects with the 
laws of the applicable countries. 


Environmental Matters 


The Company’s operations, including the selection and development of properties that we own or lease and any 
construction or improvements made at those properties, are subject to a variety of federal, state, local and 
international environmental laws and regulations, including laws and regulations concerning the storage, handling 
and disposal of hazardous or toxic substances. Our properties are sometimes located in developed commercial or 
industrial areas and might previously have been occupied by more environmentally significant operations, such as gas 
stations. Environmental laws and regulations sometimes require owners or operators of contaminated property to 
remediate that property, regardless of fault, and could give rise to significant fines, penalties and liabilities, as well as 
third-party claims. The Company believes that our restaurant operations comply substantially with all applicable 
environmental laws and regulations. 


Legal Matters 


The Company is involved in litigation and claims incidental to our business. We provide accruals for such 
litigation and claims when payment is probable and reasonably estimable. We believe we have adequate accruals for 
continuing operations for all of our legal and environmental matters. See Item 3 “Legal Proceedings” for additional 
information. 


The Company does not believe that compliance with applicable laws and regulations, including environmental 
laws and regulations, or the outcome of any legal matters in which we are involved, will have a material adverse effect 
on our results of operations, financial condition, capital expenditures, earnings or competitive position. However, the 
Company cannot predict what laws or regulations will be enacted in the future or how existing or future laws or 
regulations will be administered or interpreted. See Item 1A “Risk Factors” for a discussion of certain risks relating to 
legal and regulatory requirements, litigation and claims and related matters affecting our business. 


Available Information 


We make our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, 
and amendments to such reports, as well as our annual proxy statement, available, free of charge, on our Investor 
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Relations website as soon as reasonably practicable after such reports are electronically filed with, or furnished to, the 
Securities and Exchange Commission. We also provide our Code of Business Conduct and Ethics, free of charge, on 
our website. Our corporate website address is www.wendys.com and our Investor Relations website address is 
www.irwendys.com. Information contained on those websites is not part of this Form 10-K. 


Item 1A. Risk Factors. 


We wish to caution readers that in addition to the important factors described elsewhere in this Form 10-K, we 
have included below certain material factors that have affected, or in the future could affect, our actual results and 
could cause our actual consolidated results during fiscal 2021, and beyond, to differ materially from those expressed in 
or implied by any forward-looking statements made by us or on our behalf. 


Risks Related to Macroeconomic and Industry Conditions 


The novel coronavirus (COVID-19) pandemic has disrupted and is expected to continue to disrupt our business, 
which has materially affected and could continue to materially affect our results of operations, financial condition and 
prospects for an extended period of time. 


In March 2020, the World Health Organization declared the novel coronavirus (COVID-19) a global 
pandemic, and governmental authorities around the world implemented measures to reduce the spread of 
COVID-19. These measures adversely affected customers, workforces, economies and financial markets, and, along 
with decreased consumer spending, led to an economic downturn in many of our markets. Governmental restrictions 
and public perceptions of the risks associated with COVID-19 have caused consumers to avoid or limit travel, 
gatherings in public places and other social interactions, which has adversely affected, and could continue to adversely 
affect, our business. 


In response to the COVID-19 pandemic, in March 2020, we updated our brand standard to include the 
closure of all dining rooms except where there were specific needs, or a drive-thru or pick-up window option was not 
available, subject to applicable federal, state and local requirements. Substantially all Wendy’s restaurants continued to 
offer drive-thru and delivery service to our customers. During the second quarter of 2020, we began implementing 
our restaurant and dining room reopening process through a phased approach in accordance with federal, state and 
local requirements, with customer and team member safety as our top priority. Dining rooms have been re-opening at 
each restaurant owner’s discretion, subject to applicable regulatory restrictions. As of January 3, 2021, approximately 
75% of dining rooms were open across the Wendy’s system offering carryout and, in some cases, dine in services. The 
COVID-19 pandemic has also resulted in the temporary closure of certain restaurants across the Wendy’s system. As 
of January 3, 2021, more than 99% of our global systemwide restaurants were operating. 


As a result of the COVID-19 pandemic, our customer counts and systemwide sales have been significantly 
negatively impacted. Even as mobility continues to increase, customers have been and may continue to be reluctant to 
return to in-restaurant dining, and consumer spending may continue to be adversely impacted for an extended period 
of time as a result of decreased consumer confidence and the impact of lost wages due to increased unemployment. 
During the fourth quarter and full year of 2020, global same-restaurant sales increased 4.7% and 1.2%, respectively, 
primarily driven by the positive impact of our new breakfast daypart in the United States and higher average check, 
partially offset by a decline in customer counts. 


The COVID-19 pandemic has also adversely affected new restaurant development and restaurant reimaging. 
Due to the uncertain and challenging economic and market conditions, we delayed construction of certain new 
Company-operated restaurants and reimaging of existing Company-operated restaurants and also extended the new 
restaurant development and Image Activation requirements of our franchisees by one year. These delays could affect 
our ability to drive future growth in our business. 


The impact of the COVID-19 pandemic has had, and could continue to have, an adverse effect on our 
franchisees’ operations and financial condition. Following the onset of the pandemic, we took certain actions to 
support our franchisees, including extending payment terms for royalties, extending or abating payment terms for 
advertising fund contributions and offering to defer base rent payments on properties owned by the Company and 
leased to franchisees. To the extent our franchisees experience financial distress, including as a result of the 
COVID-19 pandemic, it could negatively affect our results of operations, cash flows and financial condition through 
delayed or reduced payments of royalties, advertising fund contributions or rent. 
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The COVID-19 pandemic led, and could again lead, to interruptions in the delivery of food or other supplies 
to Wendy’s restaurants arising from delays or restrictions on shipping or manufacturing, closures of supplier or 
distributor facilities or financial distress or insolvency of suppliers or distributors. These delays or interruptions could 
impact the availability of certain food items at Wendy’s restaurants, including beef, chicken, pork and other core 
menu products. For example, we experienced disruptions to our beef supply beginning in early May 2020 as beef 
suppliers across North America faced production challenges. As a result, some menu items were occasionally in short 
supply at some Wendy’s system restaurants. While we and our supply chain partners effectively managed through this 
disruption and the beef supply subsequently returned to normal levels across the Wendy’s system, there can be no 
assurances that we will not see similar disruptions in the future. Our results of operations and those of our franchisees 
could be adversely affected if our key suppliers or distributors are unable to fulfill their responsibilities and we are 
unable to identify alternative suppliers or distributors in a timely manner or effectively transition the impacted 
business to new suppliers or distributors. 


The COVID-19 pandemic could also lead to labor shortages or increased labor costs. The risk or perceived risk 
of contracting the virus could adversely affect the ability or cost of adequately staffing restaurants, which could be 
exacerbated to the extent that the Company or franchisees have employees who test positive for the virus. If a 
significant percentage of our or our franchisees’ workforce is unable to work, whether because of illness, quarantine, 
travel limitations or other governmental actions or restrictions, our operations and the operations of our franchisees 
may be negatively impacted, which could materially affect our results of operations and financial condition. We took 
several actions to help support our employees and protect the health and safety of our employees and customers, such 
as implementing a new emergency sick leave policy, providing temporary wage increases to restaurant employees and 
purchasing additional sanitation supplies and personal protective materials, which contributed to increased operating 
costs. 


The impacts from the COVID-19 pandemic could have a material adverse effect on our liquidity and capital 
resources. We currently believe we have the ability to pursue additional sources of liquidity if needed or desired. to 
fund operating cash requirements or for other purposes. However, there can be no assurance that additional liquidity 
will be readily available or available on terms acceptable to us. If the disruptions caused by COVID-19 worsen, our 
ability to comply with certain debt covenants under our securitized financing facility could be adversely affected. 
Additionally, negative changes to our credit ratings due to the impact or expected impact of COVID-19 could have 
an adverse effect on our existing indebtedness, our ability to access additional capital, our cost of borrowing and our 
overall liquidity position and financial condition. 


In addition to the risks described above, the COVID-19 pandemic has had, and could continue to have, the 
effect of heightening other risks disclosed in this risk factors section, including, but not limited to, risks related to 
competition, economic conditions and disruptions, brand value and perception, consumer preferences and spending, 
commodity costs, labor, supply chain and purchasing, new restaurant development and reimaging, performance of the 
breakfast daypart, franchisees, leasing and ownership of real estate, international operations, digital commerce and 
technology, cybersecurity, our securitized financing facility and levels of indebtedness, complaints or litigation, legal 
and regulatory requirements, impairment charges and payment of future dividends. We cannot predict the ultimate 
duration, scope or severity of the COVID-19 pandemic or its ultimate impact on our results of operations, financial 
condition and prospects. 


Competition from other restaurant companies, as well as grocery chains and other retail food outlets, or poor customer 
experience at Wendy’s restaurants, could hurt our brand. 


The market segments in which Wendy’s restaurants compete are highly competitive with respect to, among 
other things, price, food quality and presentation, service, location, convenience, and the nature and condition of the 
restaurant facility. If customers have a poor experience at a Wendy’s restaurant, whether at a Company-operated or 
franchised restaurant, we may experience a decrease in customer counts. Further, Wendy’s restaurants compete with a 
variety of locally owned restaurants, as well as competitive regional, national and global restaurant chains. Several of 
these chains compete by offering menu items that are targeted at certain consumer groups or dietary trends. 
Additionally, many of our competitors have introduced lower cost value meal menu options and have employed 
marketing strategies that include frequent use of price discounting (including through the use of coupons and other 
offers), frequent promotions and heavy advertising expenditures. Some of our competitors have substantially greater 
financial, marketing, personnel and other resources than we do, which may allow them to react to changes in pricing 
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and marketing strategies better than we can and drive higher levels of brand awareness among consumers. This 
product and price competition could result in reduced revenues and loss of market share. 


Moreover, new companies, including operators outside the quick-service restaurant industry, may enter market 
areas in which Wendy’s restaurants operate and target our customer base. For example, additional competitive 
pressures for prepared food purchases have come from deli sections and in-store cafes of a number of major grocery 
store chains, as well as from convenience stores and casual dining outlets. Such competitors may have, among other 
things, lower operating costs, better locations, better facilities, more effective marketing and more efficient operations. 
Wendy’s also competes with grocery chains and other retail outlets that sell food to be prepared at home. 
Competition with these chains and other outlets has increased due to the gap between the price of food prepared at 
home compared to the price of food purchased at restaurants. This increased product and price competition could put 
deflationary pressure on the selling price of products offered at Wendy’s restaurants. All such competition may 
adversely affect our brand, business, results of operations and financial condition. 


Disruptions in the national and global economies, or in regions that have a high concentration of Wendy’s 
restaurants, could adversely impact our business, results of operations and financial condition. 


Disruptions in the national and global economies could result in higher unemployment rates and declines in 
consumer confidence and spending. If such disruptions occur, they may result in significant declines in consumer 
food-away-from-home spending and customer counts in our restaurants and those of our franchisees. There can be no 
assurance that government responses to economic disruptions will restore consumer confidence. Ongoing disruptions 
in the national and global economies may adversely impact our business, results of operations and financial condition. 
Additionally, adverse economic conditions in regions that contain a high concentration of Wendy’s restaurants, 
including markets in which our Company-operated restaurants are located, could also have a material adverse impact 
on our results of operations. 


Changes in discretionary consumer spending, and in consumer tastes and preferences, could adversely affect our 
business, results of operations and financial condition. 


The success of the Wendy’s system depends to a significant extent on discretionary consumer spending, which 
is influenced by general economic conditions and the availability of discretionary income. Any material decline in the 
amount of discretionary spending or a decline in consumer food-away-from-home spending could hurt our business, 
results of operations and financial condition. Our success also depends to a large extent on continued consumer 
acceptance of our offerings, the success of our operating, promotional, marketing and new product development 
initiatives and the reputation of our brand. If we are unable to continue to achieve consumer acceptance or adapt to 
changes in consumer preferences, including with respect to nutrition, health or dietary trends or environmental or 
social concerns, Wendy’s restaurants may lose customers, and the resulting revenues from Company-operated 
restaurants and the royalties that we receive from franchisees may decline. 


Risks Related to Brand Perception and Value 
Our success depends substantially on our corporate reputation and on the value and perception of our brand. 


Our success depends in large part upon our ability to maintain and enhance the value of our brand, our 
customers’ loyalty to our brand and a positive relationship with our franchisees and other business partners. Brand 
value is based in part on consumer perceptions on a variety of subjective qualities. Business incidents, whether isolated 
or recurring, and whether originating from us, our franchisees or our business partners, can significantly reduce brand 
value and consumer trust, particularly if the incidents receive considerable publicity or result in litigation. For 
example, our brand could be damaged by claims or perceptions about the quality or safety of our products or the 
quality or reputation of our franchisees or other business partners, regardless of whether such claims or perceptions are 
true. Our brand could also be adversely impacted by other incidents described in this risk factors section, including 
incidents related to customer service, customer health or safety, a failure to attract and retain qualified employees, 
food safety or other health concerns regarding our products, the impact of social media, data privacy violations, cyber 
incidents or reports of our employees, franchisees or business partners taking controversial positions or acting in an 
unethical, illegal or socially irresponsible manner. Any such incidents could cause a decline in consumer confidence in 
our brand and reduce consumer demand for our products, which could have a material adverse impact on our 
business, results of operations and financial condition. 
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Our results of operations depend in part on the effectiveness of our marketing and advertising programs and the 
successful development and launch of new products. 


Our results of operations are heavily influenced by brand marketing and advertising and by our ability to 
develop and launch new and innovative products. Our marketing and advertising programs may not be successful or 
we may fail to develop commercially successful new products, which may impact our ability to attract new customers 
and retain existing customers, which, in turn, could materially and adversely affect our results of operations. 
Moreover, because franchisees contribute to advertising funds based on a percentage of gross sales at their franchise 
restaurants, advertising fund expenditures are dependent upon sales volumes across the Wendy’s system. If 
systemwide sales decline, this could result in a reduced amount of funds available for our marketing and advertising 
programs. In addition, to the extent we use value offerings or other promotions or discounts in our marketing and 
advertising programs to drive customer counts, these actions may condition our customers to resist higher menu 
prices or result in reduced demand for premium products. 


Our inability or failure to recognize, respond to and effectively manage the accelerated impact of social media could 
adversely impact our brand, business and results of operations. 


In recent years, there has been a significant increase in the use of social media platforms, including social media 
and news aggregation websites and other forms of internet-based communications that allow individuals access to a 
broad audience. The rising popularity of social media has increased the speed and accessibility of information 
dissemination and given users the ability to more effectively organize collective actions such as boycotts and other 
brand-damaging behaviors. The dissemination of information via social media, whether accurate or inaccurate, could 
harm our business, brand, reputation, results of operation and financial condition. This damage may be immediate, 
without an opportunity to correct inaccurate information or respond to or address particular issues. In addition, as 
part of our marketing efforts, we frequently use social media to communicate with consumers in order to build their 
awareness of, engagement with, and loyalty to us. Failure to use social media effectively or appropriately, particularly 
as compared to our competitors, could lead to a decline in brand value, customer visits and revenues. Laws and 
regulations governing the use of social media continue to rapidly evolve. A failure by us, our employees, our 
franchisees or third parties acting on our behalf to abide by applicable laws and regulations in the use of social media 
could adversely impact our reputation, brand, results of operations and financial condition or subject us to litigation, 
fines or other penalties. Social media risks could also arise from employees not following defined policies for the use of 
social media during business operations, or actions taken by employees during personal activities outside of their 
employment, but which could still reflect negatively on the Wendy’s brand. 


We may be unable to adequately protect our intellectual property, which could harm the value of our brand and hurt 
our business. 


Our intellectual property is material to the conduct of our business. We rely on a combination of trademarks, 
copyrights, service marks, trade secrets and similar intellectual property rights to protect our brand and other 
intellectual property. The success of our business strategy depends, in part, on our continued ability to use our 
trademarks and service marks to increase brand awareness and further develop our branded products in existing and 
new markets. If our efforts to protect our intellectual property are not adequate, or if any third party misappropriates, 
infringes, dilutes or otherwise violates our intellectual property, the value of our brand may be harmed, which could 
have a material adverse effect on our business. While we try to ensure that the quality of our brand is maintained by 
all of our franchisees, we cannot ensure that franchisees will not take actions that hurt the value of our intellectual 
property or the reputation of the Wendy’s brand or restaurant system. Any damage or violation of our intellectual 
property could harm our image, brand or competitive position and, if we commence litigation to enforce our rights, 
cause us to incur significant legal fees and diversion of resources. Also, if we do not attempt or are unable to 
successfully protect, maintain or enforce our intellectual property rights, there could be a material adverse effect on 
our business or results of operations as a result of, among other things, consumer confusion, dilution of the Wendy’s 
brand or increased competition from unauthorized users of our brand. 


We have registered certain trademarks and have other trademark registrations pending in the United States and 
certain foreign jurisdictions. Not all of the trademarks that are used in the Wendy’s system have been registered in all 
of the countries in which we do business or may do business in the future, and some trademarks will never be 
registered in all of these countries. Rights in trademarks are generally national in character and are obtained on a 
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country-by-country basis by the first person to obtain protection through use or registration in that country in 
connection with specific products or services. Some countries’ laws do not protect unregistered trademarks at all, or 
make them more difficult to enforce, and third parties have filed, or may in the future file, for “Wendy’s” or similar 
marks. Accordingly, we may not be able to adequately protect the Wendy’s brand everywhere in the world and use of 
the Wendy’s brand may result in liability for trademark infringement, trademark dilution or unfair competition. In 
addition, the laws of some foreign countries do not protect intellectual property rights to the same extent as the laws 
of the United States. We cannot ensure that all of the steps we have taken to protect our intellectual property in the 
United States and foreign countries will be adequate. 


We cannot ensure that third parties will not bring infringement claims against us in the future. Any such claim, 
whether or not it has merit, could be time-consuming, cause delays in introducing new menu items, require costly 
modifications to advertising and promotional materials, harm our brand, image, competitive position or ability to 
expand our operations into other jurisdictions, cause us to incur significant costs related to defense or settlement or 
require us to enter into royalty or licensing agreements. As a result, any such claim could harm our business and 
adversely impact our results of operations and financial condition. In addition, third parties may assert that certain of 
our intellectual property, or our rights therein, are invalid or unenforceable. If our rights in any of our intellectual 
property were found to infringe third-party rights, or portions thereof were deemed invalid or unenforceable, we may 
be forced to defend or resolve related claims and incur related expenses. In addition, such loss of rights could permit 
competing uses of such intellectual property which, in turn, could harm our business and adversely impact our results 
of operations and financial condition. 


Food safety events or health concerns regarding our products could create negative publicity and adversely affect our 
brand, business and results of operations. 


Food safety is a top priority for Wendy’s, and we dedicate substantial resources to food safety matters to ensure 
our customers enjoy safe, quality food products. However, food safety events, including instances of food-borne illness 
(such as salmonella or E. coli), have occurred in the food industry in the past, and could occur in the future. Food 
safety events, whether or not involving Wendy’s restaurants or other restaurant companies, could adversely affect the 
price and availability of certain products and result in negative publicity for Wendy’s or the restaurant industry. This 
negative publicity may reduce demand for Wendy’s food and could result in a decrease in customer counts to 
Wendy’s restaurants as consumers shift their preferences to our competitors or to other products or food types. Any 
report linking our restaurants or suppliers to food-borne illnesses or food tampering, contamination, mislabeling or 
other food-safety issues could damage the value of our brand immediately and severely hurt sales of our products and 
possibly lead to product liability claims, litigation (including class actions) or other damages. The Wendy’s system 
may also be adversely impacted by consumer concerns regarding the nutritional aspects of the products we sell, the 
ingredients in our products or the cooking processes used in our restaurants. These or similar concerns could result in 
less demand for our products and a decline in sales at Company-operated restaurants and in royalties from sales at 
franchised restaurants. 


Risks Related to Our Business Strategy 
Our predominantly franchised business model presents a number of risks. 


As of January 3, 2021, approximately 95% of restaurants in the Wendy’s system were operated by franchisees. 
Wendy’s franchisees are contractually obligated to operate their restaurants in accordance with the standards set forth 
in our franchise and other agreements with them. Wendy’s also provides training and support to franchisees. 
However, franchisees are independent third parties that we do not control, and franchisees own, operate and oversee 
the daily operations of their restaurants. Specifically, franchisees are solely responsible for developing and utilizing 
their own policies and procedures, making their own hiring, firing and disciplinary decisions, scheduling hours and 
establishing wages, and managing their day-to-day employment processes and procedures, all of which is done 
independent of Wendy’s and in compliance with all applicable laws, rules or regulations. Further, franchisees have 
discretion as to the prices charged to customers. As a result, the ultimate success and quality of any franchise 
restaurant rests with the franchisee. If franchisees do not successfully operate their restaurants in a manner consistent 
with required standards, their royalty payments to us could be adversely affected and our brand’s image and 
reputation could be harmed, both of which in turn could hurt our business and results of operations. In addition, the 
failure of franchisees to adequately engage in succession planning may adversely affect their restaurant operations and 
development of new Wendy’s restaurants, which in turn could hurt our business and results of operations. 
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Wendy’s franchisees are an integral part of our business and growth strategy. We may be unable to successfully 
implement our growth strategies if franchisees do not participate in the implementation of those strategies. Our 
business and results of operations could be adversely affected if a significant number of franchisees do not participate 
in brand strategies, such as new restaurant development, Image Activation, digital commerce platforms and 
technologies and the execution of breakfast across the U.S. system, which in turn may harm our business and financial 
condition. In addition, Wendy’s current franchise model, and the way our brand strategies are executed across the 
system, may make it difficult for our brand to respond and adapt to the speed of change in technology, consumer 
preferences, the regulatory environment or other factors as quickly as may be required to maintain and grow market 
share and remain competitive. Certain of our competitors that have a significantly higher percentage of company- 
operated restaurants than we do may have greater influence over their respective restaurant systems and greater ability 
to implement operational initiatives and business strategies. 


We receive revenues in the form of royalties and national advertising funds contributions (both of which are 
generally based on a percentage of sales at franchised restaurants), as well as rent and fees from franchisees. 
Accordingly, a substantial portion of our financial results is to a large extent dependent upon the operational and 
financial success of our franchisees. If sales trends or economic conditions worsen for franchisees, or if the overall 
business or financial health of franchisees deteriorates, their results of operations or financial condition may worsen 
and our royalty, national advertising funds, rent and other fee revenues may decline and our accounts receivable and 
related allowance for doubtful accounts may increase. Additionally, when Company-operated restaurants with leased 
real estate are sold to franchisees, we are often required to remain responsible for lease payments for these restaurants 
in the event the purchasing franchisees default on their leases. During periods of declining sales and profitability, the 
incidence of franchisee defaults for these lease payments may increase and we may be required to make payments and 
seek recourse against the franchisee. In addition, if franchisees fail to renew their franchise agreements or we are 
unable to identify, attract and retain new franchisees who meet our criteria, then our royalty revenues may decrease 
and our future growth could be adversely affected. 


The growth of our business is dependent on new restaurant openings, which could be affected by factors beyond our 
control. 


Our business derives earnings from sales at Company-operated restaurants as well as royalties and other fees 
received from franchised restaurants. Growth in our revenues and earnings is dependent on new restaurant openings. 
Numerous factors beyond our control may adversely affect new restaurant openings, which in turn could hurt our 
business and results of operations. These factors include, among others, (i) our ability to attract new franchisees; 
(ii) the availability of site locations for new restaurants; (iii) the ability of restaurant owners to obtain financing; 
(iv) the ability of restaurant owners to attract, train and retain qualified operating personnel; (v) construction and 
development costs, particularly in highly competitive markets; (vi) the ability of restaurant owners to secure required 
governmental approvals and permits in a timely manner, or at all; and (vii) adverse weather conditions. Our growth 
strategy also includes an increased focus on non-traditional development, such as fuel and transportation centers, food 
courts and other retail locations, military bases, dark kitchens and delivery-only locations. Our inability to identify 
suitable locations, achieve consumer acceptance or otherwise execute our non-traditional development strategy could 
have an adverse impact on our results of operation and financial condition. 


Our Image Activation program may not positively affect sales or improve our results of operations, and franchisees 
may not participate in our Image Activation program to the extent expected by us. 


We continue to implement our Image Activation program, which includes reimaging existing Wendy’s 
restaurants and building new Wendy’s restaurants with innovative exterior and interior restaurant designs. Our Image 
Activation program may not positively affect sales at Wendy’s restaurants or improve our results of operations. There 
can also be no assurance that franchisees will participate in the Image Activation program to the extent expected by 
the Company. In order to support our Image Activation program and promote new restaurant development, we have 
provided franchisees with certain incentive programs for qualifying new and reimaged restaurants, including 
reductions in royalty and national advertising payments and options for the early renewal of franchise agreements. It is 
possible we may provide additional financial incentives to franchisees, which could result in additional expenses, a 
reduction of royalties or other revenues or the incurrence of other costs or liabilities, such as loan guarantees, interest 
rate subsidies or collectability of loans. Some franchisees may need to borrow funds in order to participate in the 
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Image Activation program. If franchisees are unable to obtain financing at commercially reasonable rates, or at all, 
they may be unwilling or unable to invest in the reimaging of their existing restaurants or the development of new 
restaurants, and our future growth and results of operations could be adversely affected. 


We may be unable to manage effectively the acquisition and disposition of restaurants, or successfully implement other 
strategic initiatives, which could adversely affect our business, results of operations and financial results. 


We continue to optimize the Wendy’s system through our system optimization initiative, which includes 
facilitating the transfer of restaurants between and among franchisees, as well as evaluating strategic acquisitions of 
franchised restaurants and strategic dispositions of Company-operated restaurants to existing and new franchisees, to 
further strengthen the franchisee base, drive new restaurant development and accelerate adoption of our Image 
Activation program. The success of this initiative is dependent upon many factors, such as the availability of sellers 
and buyers, the availability of financing, the ability to negotiate transactions on terms deemed acceptable and the 
ability to successfully transition and integrate restaurant operations. Acquisitions of franchised restaurants pose various 
risks to our operations, including (i) diversion of management’s attention to the integration of acquired restaurant 
operations; (ii) increased operating expenses and the inability to achieve expected cost savings and operating 
efficiencies; (iii) exposure to liabilities arising out of prior operations of acquired restaurants; and (iv) the assumption 
of long-term, non-cancelable leases. Our system optimization initiative places demands on our operational and 
financial management resources and may require us to expand these resources. If we are unable to execute our system 
optimization initiative or effectively manage the acquisition and disposition of restaurants, our business and financial 
results could be adversely affected. 


In addition, Wendy’s from time to time evaluates and may pursue other opportunities for growth through new 
and existing franchise partners, joint venture investments, expansion of our brand through other opportunities and 
strategic mergers, acquisitions and divestitures. These strategic initiatives involve various inherent risks, including, 
without limitation, general business risk, integration and synergy risk, market acceptance risk and risks associated with 
the potential distraction of management. Strategic transactions may not ultimately create value for us or our 
stockholders and may harm our reputation and materially adversely affect our business, results of operations and 
financial condition. 


Our leasing and ownership of significant amounts of real estate exposes us to possible liabilities and losses, including 
liabilities associated with environmental matters. 


We have significant real estate operations in connection with our business and are subject to all of the risks 
associated with leasing and owning real estate. Our real estate values and the costs associated with our real estate 
operations are impacted by a variety of factors, including changes in the investment climate for real estate, 
macroeconomic trends, governmental regulations, insurance, demographic trends, supply and demand for the 
ownership and operation of restaurants and environmental matters. A significant change in real estate values, or an 
increase in costs as result of any of these factors, could adversely affect our results of operations and financial 
condition. 


We are subject to federal, state and local environmental, health and safety laws and regulations concerning the 
discharge, storage, handling, release and disposal of hazardous or toxic substances. These environmental laws provide 
for significant fines, penalties and liabilities, sometimes without regard to whether the owner, operator or occupant of 
the property knew of, or was responsible for, the release or presence of the hazardous or toxic substances. Third parties 
may also make claims against owners, operators or occupants of properties for personal injuries and property damage 
associated with releases of or exposure to such substances. A number of our restaurant sites were formerly gas stations 
or are adjacent to current or former gas stations or were used for other commercial activities that can create 
environmental impacts. We have not conducted a comprehensive environmental review of all of our properties and we 
may not have identified all of the potential environmental liabilities at our leased and owned properties, and any such 
liabilities identified in the future could cause us to incur significant costs, including costs associated with litigation, 
fines or clean-up responsibilities. We cannot predict the amount of future expenditures that may be required in order 
to comply with any environmental laws or regulations or to satisfy any such claims. 


We generally secure long-term real estate interests for our leased restaurants and have limited flexibility to 
quickly alter our real estate portfolio. Many leases provide that the landlord may increase the rent over the term of the 
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lease and any renewals of the term. Most leases require us to pay the costs of insurance, taxes, maintenance and 
utilities. We generally cannot cancel these leases prior to the expiration of their term. If an existing or future restaurant 
is not profitable, and we decide to close it, we may nonetheless be committed to perform our obligations under the 
applicable lease including, among other things, paying rent for the balance of the lease term. In addition, as each lease 
expires, we may fail to negotiate additional renewals or renewal options, either on commercially acceptable terms or at 
all, which could cause us to close restaurants in desirable locations, negatively impacting our results of operations. 


The breakfast daypart is competitive across the restaurant industry and we may be unable to achieve or maintain 
market share or reach targeted levels of breakfast sales and profits. 


Wendy’s entered the breakfast daypart across the U.S. system in March 2020. The Company and franchisee 
leadership worked closely to align on a breakfast program designed to drive incremental sales and profits through a 
strong economic model. However, we may be unable to achieve market share and reach targeted levels of breakfast 
sales and profits due to competitive pressures and responses from our competitors, some of whom are well-established 
in the breakfast daypart, or other factors, including operational complexity, food and labor costs, lack of consumer 
acceptance, discretionary spending patterns that differ from other dayparts and changes to customer mobility and 
daily routines, including as a result of the COVID-19 pandemic. In addition, breakfast sales could cannibalize sales 
during other parts of the day and may have negative impacts on restaurant margins. The continued active support and 
engagement of our franchisees is also critical for the successful performance of the breakfast daypart. The breakfast 
daypart may require significant financial resources, including the Company’s plans to fund incremental marketing 
and advertising campaigns. Our inability to successfully execute on our strategy for the breakfast daypart could have a 
material adverse impact on our business, results of operations and financial condition. 


Our international operations are subject to various risks and uncertainties and there is no assurance that our 
international operations will be profitable. 


In addition to many of the factors described in this risk factors section, our business outside of the United 
States is subject to a number of additional factors, including international economic and political conditions, risk of 
corruption and violations of the U.S. Foreign Corrupt Practices Act or similar laws of other countries, the inability to 
adapt to differing cultures or consumer preferences, inadequate brand infrastructure within foreign countries to 
support our international activities, inability to obtain adequate supplies meeting our quality standards and product 
specifications or interruptions in obtaining such supplies, challenges and risks associated with managing and 
monitoring suppliers, restrictions on our ability to move cash out of certain foreign countries, currency regulations 
and fluctuations, diverse government regulations and tax systems, uncertain or differing interpretations of rights and 
obligations in connection with international franchise agreements, the collection of royalties and other fees from 
international franchisees, the inability to protect technology, data or intellectual property rights, compliance with 
international privacy and information security laws and regulations, the availability and cost of land, construction 
costs, other legal, financial or regulatory impediments to the development or operation of new restaurants and the 
inability to identify, attract and retain experienced management, qualified franchisees and joint venture partners. 
Adverse conditions or unforeseen events in countries that contain a high concentration of Wendy’s restaurants 
(including Canada, our largest international market), could have a material adverse impact on our international 
growth strategy and results of operations. In addition, to the extent we invest in international Company-operated 
restaurants or joint ventures, we would also have the risk of operating losses related to those restaurants, which could 
adversely affect our results of operations and financial condition. There can be no assurance that our international 
growth strategy will be successful or that our international operations will be profitable. 


As previously announced, Wendy’s intends to open Company-operated restaurants in the United Kingdom 
and, if successful, plans to expand into other anchor markets in Europe utilizing a franchise model. New markets may 
have low brand awareness as well as competitive conditions, consumer tastes, discretionary spending patterns and 
social and cultural differences that are more difficult to predict or satisfy than our existing markets. We may need to 
make greater investments than we originally planned in advertising and promotional activity to build brand 
awareness, which could negatively impact the profitability of our operations. In addition, we may be unable to obtain 
desirable locations for new restaurants at reasonable prices, or at all, and restaurants may have higher construction, 
occupancy, food and labor costs than we currently anticipate. Moreover, geopolitical risks, including the United 
Kingdom’s decision to leave the European Union, may result in increased regulatory complexities and economic 
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uncertainty. Any of these risks and uncertainties, and other factors we cannot anticipate, could have a material adverse 
impact on our business, results of operations and financial condition. 


Risks Related to Supply Chain and Labor 
Changes in commodity costs and other operating costs could adversely affect our results of operations. 


Our profitability depends in part on our ability to anticipate and react to changes in commodity costs 
(including beef, chicken, pork, cheese and grains), supplies, fuel, utilities, distribution and other operating costs. 
Increases in commodity costs, particularly beef or chicken prices, could adversely affect our future results of 
operations. Our business is susceptible to increases in commodity and other operating costs as a result of various 
factors beyond our control, such as weather conditions and patterns, demand, food safety concerns, product recalls, 
federal ethanol policy, fuel costs and government regulations. Significant increases in expenses incurred by consumers, 
such as living expenses or gasoline prices, could also result in decreased customer counts at our restaurants, which 
could adversely affect our business. We cannot predict whether we will be able to anticipate and react to changing 
commodity costs by adjusting our purchasing practices and menu prices, and a failure to do so could adversely affect 
our results of operations. In addition, we may not seek to or be able to pass along price increases to our customers. If 
increased costs were passed to our customers, demand for our products may decrease, which in turn could adversely 
affect our results of operations. 


Shortages or interruptions in the supply or distribution of perishable food products could damage our brand and 
adversely affect our business and results of operations. 


Wendy’s and our franchisees are dependent on frequent deliveries of perishable food products that meet brand 
specifications. Shortages or interruptions in the supply of perishable food products caused by unanticipated demand, 
problems in production or distribution, disease or food-borne illnesses, political unrest, health epidemics or 
pandemics, inclement weather or other calamities or conditions could adversely affect the availability, quality and cost 
of ingredients, which could lower revenues, increase operating costs, damage brand reputation and otherwise harm 
our business and the businesses of our franchisees. Certain of the products sold in our restaurants, such as beef and 
chicken, are sourced from a limited number of suppliers, which may increase our reliance on those suppliers. In 
addition, our system relies on a limited number of in-line distributors to deliver certain food, packaging and beverage 
products to our restaurants. If a disruption of service from any of our key suppliers or distributors was to occur, we 
could experience short-term increases in our costs while supply and distribution channels were adjusted, and we may 
be unable to identify or negotiate with new suppliers or distributors on terms that are commercially reasonable to us. 
As discussed. above, the COVID-19 pandemic led, and could again lead, to delays or interruptions in the delivery of 
food or other supplies to Wendy’s restaurants, which could impact the availability and cost of certain food items at 
Wendy’s restaurants. 


We do not exercise ultimate control over purchasing for our restaurant system, which could harm our business, results 
of operations and financial condition. 


While we require and seek to ensure that all suppliers to the Wendy’s system meet certain quality control 
standards, our franchisees ultimately control the purchasing of food, proprietary paper, equipment and other 
operating supplies from third party suppliers through QSCC, Wendy’s independent purchasing co-op. QSCC 
manages, for the Wendy’s system in the United States and Canada, contracts for the purchase and distribution of 
food, proprietary paper, equipment and other operating supplies under national agreements with pricing based on 
total system volume. We do not control the decisions and activities of QSCC. If QSCC does not properly estimate 
the product needs of the Wendy’s system, makes poor purchasing decisions or ceases its operations, or if our 
relationship with QSCC is terminated for any reason, system sales, operating costs and supply chain management 
could be adversely affected, which could harm our franchisees and have a material adverse impact on our business, 
results of operations and financial condition. 


Our business could be hurt by increased labor costs or labor shortages. 


Labor is a primary component in the cost of operating our restaurants. We devote significant resources to 
recruiting and training our managers and hourly employees. Increased labor costs due to competition, increased wages 
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or employee benefits costs (including various federal, state and local actions to increase minimum wages), 
unionization activity or other factors would adversely impact our cost of sales and operating expenses. In addition, 
Wendy’s success depends on our ability to attract, motivate and retain qualified employees, including restaurant 
managers and staff as well as employees and key personnel at our restaurant support center, and our inability to do so 
could adversely affect our business and results of operations. 


Our success depends in part upon the continued succession and retention of certain key personnel and the effectiveness 
of our leadership structure. 


We believe that over time our success has been dependent to a significant extent upon the efforts and abilities of 
our senior leadership team and other key personnel. Our failure to retain members of our senior leadership team or 
other key personnel could adversely affect our ability to build on the efforts we have undertaken to increase the 
efficiency and performance of our business. In addition, changes to our leadership and organizational structure can be 
inherently difficult to manage, and if we are unable to implement any such changes effectively, our business, results of 
operations and financial results could be adversely affected. 


Risks Related to Technology and Cybersecurity 


There are risks and uncertainties associated with our increasing dependence on digital commerce platforms and 
technologies and alternative methods of delivery. 


Advances in technologies, including advances in digital food ordering and delivery technologies, and changes in 
consumer behavior driven by such advances could have a negative effect on our business. Technology and consumer 
offerings continue to develop and evolve, and we expect that new and enhanced technologies and consumer offerings 
will be available in the future, including those with a focus on restaurant modernization, restaurant technology, digital 
engagement, online ordering and delivery. Our inability to predict consumer acceptance of new technology or our 
failure to adequately invest in new technology or adapt to technological developments and industry trends could result 
in a loss of customers and related market share. In addition, our competitors, some of whom have greater resources 
than we do, may be able to benefit from changes in technologies or consumer acceptance of such changes, which 
could harm our competitive position and brand. 


An increasing amount of our sales and revenues is derived from digital orders, which includes online ordering 
and delivery. We have implemented technology and targeted advertising and promotions to support the growth of our 
digital business. If we are unable to continue to grow our digital business, it may be difficult for us to achieve our 
planned sales growth. If our digital commerce platforms, including the Wendy’s mobile app and online ordering 
system, do not meet customers’ expectations in terms of security, speed, attractiveness or ease of use, customers may 
be less inclined to return to those platforms, which could negatively impact our business, results of operations and 
financial condition. Our business could also be negatively impacted if we are unable to successfully implement or 
execute other consumer-facing digital initiatives, such as curbside pick-up and mobile carryout. We rely on third- 
party delivery services to fulfill delivery orders, and errors or failures by those providers to make timely deliveries could 
cause customers to stop ordering from us. The third-party restaurant delivery business is intensely competitive, with a 
number of companies competing for capital, market share, online traffic and delivery drivers. If the third-party 
delivery services that we utilize cease or curtail their operations, increase their fees or give greater priority or 
promotions on their platforms to our competitors, our delivery business and our sales may be negatively impacted. If 
we are unable to successfully respond to the challenges arising from our increased reliance on our digital business, this 
could have a material adverse impact on our brand, business, results of operations and financial condition. 


We are heavily dependent on computer systems and information technology and any material failure, misuse, 
interruption or breach of our systems or technology could adversely affect our business, results of operations and 
financial condition. 


We are heavily dependent on our computer systems and information technology to conduct our business, 
including point-of-sale processing in our restaurants, management of our supply chain, collection of cash, payment of 
obligations and various other processes and procedures. Our ability to efficiently manage our business depends 
significantly on the reliability and capacity of these systems and information technology. The failure of these systems 
and information technology to operate effectively, an interruption in such systems or technology or a breach in 
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security of these systems could be harmful and cause delays in customer service, result in the loss of data, reduce 
efficiency or cause delays in operations. Significant capital investments might be required to remediate any such 
problems or to maintain or upgrade our computer systems and information technology or transition to replacement 
systems. Additionally, the success of certain of our strategic initiatives, including the expansion and acceleration of our 
consumer-facing digital capabilities to connect with customers and drive growth, is highly dependent on our 
technology systems. Any security breach involving our or our franchisees’ point-of-sale or other systems could result in 
a loss of consumer confidence and potential costs associated with fraud. Also, despite our considerable efforts and 
resources to secure our computer systems and information technology, security breaches, such as unauthorized access 
and computer viruses, may occur, resulting in system disruptions, shutdowns or unauthorized disclosure of 
confidential information, which in turn could adversely affect our business, results of operations and financial 
condition. 


As previously announced, we have implemented a plan to realign and reinvest resources in our IT organization 
to strengthen our ability to accelerate growth. We are partnering with a third-party global IT consultant on this new 
structure to leverage their global capabilities and enable a more seamless integration between our digital and corporate 
IT assets. We are dependent to a significant extent on our ongoing relationship and engagement with the consultant, 
including their personnel and resources, technological expertise and ability to help execute our digital, restaurant 
technology and enterprise technology initiatives. The inability of us or the consultant to successfully execute our 
technology growth initiatives could have an adverse impact on our business, results of operations and financial 
condition. 


The occurrence of cyber incidents, or a deficiency in cybersecurity, could negatively impact our brand, business, results 
of operations and financial condition. 


A number of retailers and other companies have experienced serious cyber incidents and breaches of their 
information technology systems. As our reliance on technology has increased, so have the risks posed to our systems, 
both internal and those managed by third parties. Because we and our franchisees accept electronic forms of payment 
from customers, our business requires the collection and retention of customer data, including credit and debit card 
numbers and other personally identifiable information, in various information systems that we and our franchisees 
maintain and in those maintained by third parties with whom we and our franchisees contract to provide credit card 
processing and related services. We also maintain important internal data, such as personally identifiable information 
about our employees and franchisees and information relating to our operations. Our use of personally identifiable 
information is regulated by international, federal and state laws, as well as by certain third-party agreements. As 
privacy and information security laws and regulations change, we may incur additional costs to ensure that we remain 
in compliance with those laws and regulations. If our security and information systems are compromised or if our 
employees or franchisees fail to comply with these laws, regulations or contract terms, and this information is 
obtained by unauthorized persons or used inappropriately, it could adversely affect our reputation, disrupt our 
operations, damage our relationship with customers, franchisees or employees and result in costly litigation, 
judgments, or penalties resulting from violation of applicable laws and payment card industry regulations. A cyber 
incident could also require us to notify customers, employees or other groups, result in adverse publicity or a loss in 
consumer confidence, sales and profits, increase fees payable to third parties or cause us to incur penalties or 
remediation and other costs that could adversely affect our business, results of operations and financial condition. 
While we have implemented various processes, procedures and controls to help mitigate the risk of a cyber incident 
and maintain insurance coverage to address cyber incidents, these measures do not guarantee that a cyber incident 
could not occur or that our reputation and financial results will not be adversely affected by such an incident. 


As previously reported, in 2015 and 2016, certain of our franchisees experienced cybersecurity incidents. As a 
result of those incidents, the Company was named as a defendant in separate class actions brought by consumers and 
financial institutions, and certain of our directors and executive officers were named as defendants in a shareholder 
derivative action. These civil proceedings sought damages and other relief allegedly arising from the cybersecurity 
incidents. In February 2019, the court granted final approval of the settlement of the consumer class action, and in 
November 2019, the court granted final approval of the settlement of the financial institutions class action. Both 
matters are now considered fully paid and closed. In January 2020, the court granted preliminary approval of the 
proposed settlement of the putative shareholder derivative action, which remains subject to certain notice and 
objection provisions and final court approval. These and any other claims or investigations related to cybersecurity 
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incidents may adversely affect how we and our franchisees operate the business, divert the attention of management, 
have a negative effect on our reputation, and adversely affect our results of operations or financial condition. 


Risks Related to Our Indebtedness 


The Company and certain of our subsidiaries are subject to various restrictions, and substantially all of the assets of 
certain subsidiaries are security, under the terms of a securitized financing facility. 


Wendy’s Funding, LLC, a limited-purpose, bankruptcy-remote, wholly owned indirect subsidiary of the 
Company, is the master issuer (the “Master Issuer”) of outstanding senior secured notes under a securitized financing 
facility entered into in June 2015. Under the facility, the Master Issuer issued and has outstanding certain series of 
fixed rate and variable funding notes (collectively, the “Senior Notes”). The Senior Notes are secured by a security 
interest in substantially all of the assets of the Master Issuer and certain other limited-purpose, bankruptcy-remote, 
wholly-owned indirect subsidiaries of the Company that act as guarantors (collectively, the “Securitization Entities”), 
except for certain real estate assets and subject to certain limitations as set forth in the indenture governing the Senior 
Notes (the “Indenture”) and the related guarantee and collateral agreement. The assets of the Securitization Entities 
include most of the domestic and certain of the foreign revenue-generating assets of the Company and its subsidiaries, 
which principally consist of franchise-related agreements, certain Company-operated restaurants, intellectual property 
and license agreements for the use of intellectual property. 


The Senior Notes are subject to a series of covenants and restrictions customary for transactions of this type, 
including (i) that the Master Issuer maintains specified reserve accounts to be used to make required payments in 
respect of the Senior Notes, (ii) provisions relating to optional and mandatory prepayments and the related payment 
of specified amounts, including specified make-whole payments under certain circumstances, (iii) certain 
indemnification payments in the event, among other things, the assets pledged as collateral for the Senior Notes are in 
stated ways defective or ineffective and (iv) covenants relating to recordkeeping, access to information and similar 
matters. The Senior Notes are subject to customary rapid amortization events provided for in the Indenture, 
including events tied to failure to maintain stated debt service coverage ratios, the sum of global gross sales for 
specified restaurants being below certain levels on certain measurement dates, certain manager termination events, an 
event of default, and the failure to repay or refinance on the applicable scheduled maturity date. The Senior Notes are 
also subject to certain customary events of default, including events relating to non-payment of required interest, 
principal, or other amounts due on or with respect to the Senior Notes, failure to comply with covenants within 
certain time frames, certain bankruptcy events, breaches of specified representations and warranties, failure of security 
interests to be effective, and certain judgments. In the event that a rapid amortization event occurs under the 
Indenture (including, without limitation, upon an event of default under the Indenture or the failure to repay the 
securitized debt at the end of the applicable term), the funds available to the Company would be reduced or 
eliminated, which would in turn reduce our ability to operate or grow our business. 


In addition, the Indenture and the related management agreement contain various covenants that limit the 
Company and its subsidiaries’ ability to engage in specified types of transactions, subject to certain exceptions, 
including, for example, to (i) incur or guarantee additional indebtedness, (ii) sell certain assets, (iii) create or incur 
liens on certain assets to secure indebtedness or (iv) consolidate, merge, sell or otherwise dispose of all or substantially 
all of their assets. As a result of these restrictions, the Company may not have adequate resources or flexibility to 
continue to manage the business and provide for growth of the Wendy’s system, which could have a material adverse 
effect on the Company’s future growth prospects, results of operations, financial condition and liquidity. 


We have a significant amount of debt outstanding, and such indebtedness could adversely affect our business, results of 
operations and financial condition. 


As of January 3, 2021, the Company had approximately $2.2 billion of outstanding debt on its balance sheet. 
Additionally, a subsidiary of the Company has issued variable funding notes, which allows for the borrowing of up to 
$250.0 million from time to time on a revolving basis. This level of debt could have significant consequences on the 
Company’s future operations, including: (i) making it more difficult to meet payment and other obligations under 
outstanding debt; (ii) resulting in an event of default if the Company’s subsidiaries fail to comply with the financial 
and other restrictive covenants contained in debt agreements, which event of default could result in all of the 
Company’s subsidiaries’ debt becoming immediately due and payable; (iii) reducing the availability of the Company’s 
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cash flow to fund working capital, capital expenditures, equity and debt repurchases, dividends, acquisitions and other 
general corporate purposes, and limiting the Company’s ability to obtain additional financing for these purposes; 
(iv) subjecting the Company to the risk of increased sensitivity to interest rate increases on indebtedness with variable 
interest rates; (v) limiting the Company’s flexibility in planning for or reacting to, and increasing its vulnerability to, 
changes in the Company’s business, the industry in which it operates and the general economy; and (vi) placing the 
Company at a competitive disadvantage compared to its competitors that are less leveraged. Further, the Company’s 
outstanding variable funding notes may accrue interest based on the London interbank offered rate (“LIBOR”), which 
is expected to be discontinued after 2021. If LIBOR is discontinued, we may need to renegotiate certain loan 
documents and we cannot predict what alternative index would be negotiated with our lenders or the resulting impact 
on our interest expense. 


The ability of the Company to make payments on, repay or refinance its debt, and any additional debt, and to 
fund planned capital expenditures, dividends and other cash needs will depend largely upon its future operating 
performance and ability to generate significant cash flows. In addition, the ability of the Company to borrow funds in 
the future to make payments on its debt will depend on the satisfaction of the covenants in the securitized financing 
facility and other debt agreements, and other agreements it may enter into in the future. Specifically, the Company 
will need to maintain specified financial ratios and satisfy financial condition tests. There can be no assurance that the 
Company’s business will generate sufficient cash flow from operations or that future borrowings will be available 
under the Company’s securitized financing facility or other debt agreements or from other sources in an amount 
sufficient to enable the Company to pay its debt or to fund its dividend and other liquidity needs. If the Company’s 
subsidiaries are not able to generate sufficient cash flow to service their debt obligations, they may need to refinance or 
restructure debt, sell assets, reduce or delay capital investments, or seek to raise additional capital. If the Company’s 
subsidiaries are unable to implement one or more of these alternatives, they may not be able to meet debt payment 
and other obligations. 


In addition to the Company’s outstanding indebtedness, certain of the Company’s subsidiaries have significant 
contractual requirements for the purchase of soft drinks. If consumer preferences change and customers purchase 
fewer soft drinks than expected or estimated, such contractual commitments may adversely affect the financial 
condition of the Company. The Company has also provided loan guarantees to various lenders on behalf of 
franchisees entering into debt arrangements for new restaurant development and equipment financing. In addition, 
certain of the Company’s subsidiaries also guarantee or are contingently liable for certain leases of their respective 
franchisees for which they have been indemnified. These commitments, guarantees and other liabilities could have an 
adverse effect on the Company’s liquidity and the ability of its subsidiaries to meet payment obligations. 


The Company may incur additional indebtedness, guarantees, commitments or other liabilities in the future. If 
new debt, guarantees, commitments or other liabilities are added to the Company’s current consolidated debt levels, 
the related risks that the Company now faces could be amplified. 


Risks Related to Our Common Stock 


There can be no assurance regarding whether or to what extent we will pay dividends on our common stock in the 
future. 


Holders of our common stock will only be entitled to receive such dividends as our Board of Directors may 
declare out of funds legally available for such payments. Any dividends will be made at the discretion of our Board of 
Directors and will depend on our earnings, financial condition, cash requirements and such other factors as the Board 
may deem relevant from time to time. In addition, because Wendy’s is a holding company, its ability to declare and 
pay dividends is dependent upon cash, cash equivalents and short-term investments on hand and cash flows from its 
subsidiaries. The ability of our subsidiaries to pay cash dividends to the holding company is dependent upon their 
ability to achieve sufficient cash flows after satisfying their respective cash requirements, including the requirements 
and restrictions under our securitized financing facility and other debt agreements. 


A substantial amount of our common stock is concentrated in the hands of certain stockholders. 


Nelson Peltz, our Chairman and former Chief Executive Officer, Peter May, our Vice Chairman and former 
President and Chief Operating Officer, Matthew Peltz, a director of the Company, and Edward Garden, a former 
director of the Company, beneficially own shares of our outstanding common stock that collectively constitute 
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approximately 19% of the Company’s total voting power as of February 23, 2021. These individuals may, from time 
to time, acquire beneficial ownership of additional shares of common stock. 


On December 1, 2011, the Company entered into an agreement (the “Trian Agreement”) with Messrs. N. 
Peltz, May and Garden, and several of their affiliates (the “Covered Persons”). Pursuant to the Trian Agreement, our 
Board of Directors, including a majority of the independent directors, approved, for purposes of Section 203 of the 
Delaware General Corporation Law, the Covered Persons becoming the owners (as defined in Section 203(c)(9)) of or 
acquiring an aggregate of up to (and including), but not more than, 32.5% (subject to certain adjustments set forth in 
the Trian Agreement) of the outstanding shares of the Company’s common stock, such that no such persons would 
be subject to the restrictions set forth in Section 203 solely as a result of such ownership. This concentration of 
ownership gives these individuals significant influence over the outcome of actions requiring stockholder approval, 
including the election of directors and the approval of mergers, consolidations and the sale of all or substantially all of 
the Company’s assets. They are also in a position to have significant influence to prevent or cause a change in control 
of the Company. 


Our certificate of incorporation contains certain anti-takeover provisions and permits our Board of Directors to issue 
preferred stock without stockholder approval and limits our ability to raise capital from affiliates. 


Certain provisions in our certificate of incorporation are intended to discourage or delay a hostile takeover of 
control of the Company. Our certificate of incorporation authorizes the issuance of shares of “blank check” preferred 
stock, which will have such designations, rights and preferences as may be determined from time to time by our Board 
of Directors. Accordingly, our Board of Directors is empowered, without stockholder approval, to issue preferred 
stock with dividend, liquidation, conversion, voting or other rights that could adversely affect the voting power and 
other rights of the holders of our common stock. The preferred stock could be used to discourage, delay or prevent a 
change in control of the Company that is determined by the Board of Directors to be undesirable. Our certificate of 
incorporation prohibits the issuance of preferred stock to affiliates, unless offered ratably to the holders of our 
common stock, subject to an exception in the event that the Company is in financial distress and the issuance is 
approved by the Audit Committee of our Board of Directors. This prohibition limits our ability to raise capital from 
affiliates. 


General Business Risks 
Complaints or litigation could hurt our brand, business, results of operations and financial condition. 


Wendy’s customers may file from time to time complaints or lawsuits against us or our franchisees alleging that 
we are responsible for an illness or injury they suffered at or after a visit to a Wendy’s restaurant, or alleging that there 
was a problem with food quality or operations at a Wendy’s restaurant. We may also be subject to a variety of other 
claims arising in the ordinary course of our business, including personal injury claims, contract claims, claims from 
franchisees, intellectual property claims, data privacy claims and claims alleging violations of law regarding workplace 
and employment matters, discrimination and similar matters, including class action lawsuits. Regardless of whether 
any claims against us are valid or whether we are found to be liable, claims may be expensive to defend and may divert 
management’s attention away from operations, hurt our performance and have a negative impact on our brand. While 
we believe we have adequate accruals for all of our legal and environmental matters, we cannot estimate the aggregate 
possible range of loss for our existing litigation and claims due to most proceedings being in preliminary stages, with 
various motions either yet to be submitted or pending, discovery yet to occur, and significant factual matters 
unresolved. In addition, most cases seek an indeterminate amount of damages and many involve multiple parties. 
Predicting the outcomes of settlement discussions or judicial or arbitral decisions are thus inherently difficult. 
Insurance policies contain customary limitations, conditions and exclusions that can affect the amount of insurance 
proceeds ultimately received. A judgment significantly in excess of our insurance coverage for any claims could 
materially adversely affect our results of operations or financial condition. Additionally, the restaurant industry has 
been subject to a number of claims alleging that the menus and actions of restaurant chains have contributed to the 
obesity or otherwise adversely impacted the health of certain of their customers. Adverse publicity resulting from these 
allegations may harm the reputation of our restaurants, even if the allegations are not directed against our restaurants 
or are not valid. Moreover, complaints, litigation or adverse publicity experienced by one or more of our franchisees 
could also hurt our brand or business as a whole. 
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Existing and changing legal and regulatory requirements, as well as an increasing focus on environmental, social and 
governance issues, could adversely affect our brand, business, results of operations and financial condition. 


Each Wendy’s restaurant is subject to licensing and regulation by health, sanitation, safety and other agencies in 
the state or municipality in which the restaurant is located, as well as to federal laws, rules and regulations and 
requirements of non-governmental entities such as payment card industry rules. State and local government 
authorities may enact laws, rules or regulations that impact restaurant operations and the cost of conducting those 
operations. There can be no assurance that we and our franchisees will not experience material difficulties or failures 
in obtaining the necessary licenses or approvals for new restaurants, which could delay the opening of such restaurants 
in the future. In addition, more stringent and varied requirements of local regulators with respect to tax, zoning, land 
use and environmental factors could delay or prevent development of new restaurants in particular locations. 


We are subject to various laws and regulations that govern the offer and sale of a franchise, including rules by 
the U.S. Federal Trade Commission. Various state, provincial and foreign laws regulate certain aspects of the franchise 
relationship, including terminations and the refusal to renew franchises. The failure to comply with these laws and 
regulations in any jurisdiction or to obtain required government approvals could result in a ban or temporary 
suspension on future franchise sales, fines and penalties or require us to make offers of rescission or restitution, any of 
which could adversely affect our business and results of operations. We could also face lawsuits by franchisees based 
upon alleged violations of these laws. We and our franchisees are also subject to the Fair Labor Standards Act, which 
governs such matters as minimum wages, overtime and other working conditions, along with the ADA, family leave 
mandates and a variety of other state laws that govern these and other employment law matters. Changes in laws, 
rules, regulations and governmental policies could increase our costs, result in increased litigation, investigations, 
enforcement actions, fines or liabilities and adversely affect our business, results of operations and financial condition. 
The same consequences may result should any law, rule, regulation, governmental policy or judicial decision declare 
that Wendy’s is a joint employer with our franchisees. If we are unable to effectively manage the risks associated with 
our complex regulatory environment, it could have a material adverse effect on our business and financial condition. 


We are also subject to legal and compliance risks and associated liability related to privacy and data collection, 
protection and management as it relates to information associated with our technology-related services and platforms 
made available to customers, employees, franchisees, business partners or other third parties. We are subject to a 
variety of U.S. federal and state and foreign laws and regulations in this area. These laws and regulations have been 
subject to frequent change, and there may be jurisdictions that propose or enact new data privacy requirements in the 
future. Failure to meet applicable data privacy requirements could result in substantial penalties and materially 
adversely impact our financial results or brand perceptions. Additionally, changing laws and regulations could require 
us and our franchisees to change or limit the way we collect or use information in operating our business, which may 
result in additional costs, limit our marketing or growth strategies and adversely affect our business and results of 
operations. 


Additionally, there has been increasing public focus by investors, environmental activists, the media and 
governmental and nongovernmental organizations on social and environmental sustainability matters, including 
packaging and waste, animal health and welfare, human rights, climate change, carbon footprints and land, energy 
and water use. As a result, we have experienced increased pressure and expectations to make commitments, establish 
goals or set targets with respect to various environmental and social issues and to take the actions necessary to meet 
those commitments, goals and targets. If we are not effective in addressing social and environmental sustainability 
matters, consumer trust in our brand may suffer. In addition, the actions needed to achieve our sustainability goals 
could result in market, operational, execution and other costs, which could have a material adverse effect on our 
business and financial condition. 


Our current insurance may not provide adequate levels of coverage against claims that have been or may be filed. 


We currently maintain insurance that we believe to be adequate for businesses of our size and type. However, 
there are types of losses we could encounter that cannot be insured against or that we believe are not economically 
reasonable to insure, such as losses due to natural disasters or acts of terrorism. In addition, we currently self-insure a 
significant portion of expected losses under workers’ compensation, general liability, auto liability and property 
insurance programs. Unanticipated changes in the actuarial assumptions and management estimates underlying our 
reserves for these losses could result in materially different amounts of expense, which could harm our business and 
adversely affect our results of operations and financial condition. We also currently maintain insurance coverage to 
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address cyber incidents. Applicable insurance policies contain customary limitations, conditions and exclusions, and 
there can be no assurance that our cyber insurance policies will cover substantially all of the costs and expenses related 
to any previous or future cyber incidents. In addition, our future insurance premiums may increase, and we may be 
unable to obtain similar levels of insurance on reasonable terms, or at all, due to challenging conditions in the 
insurance industry. Any inadequacy of, or inability to obtain, insurance coverage could have a material adverse effect 
on our results of operation and financial condition. 


Changes in accounting standards, or the recognition of impairment or other charges, could adversely affect our future 
results of operations. 


New accounting standards or changes in financial reporting requirements, accounting principles or practices, 
including with respect to our critical accounting estimates, could adversely affect our future results. We may also be 
affected by the nature and timing of decisions about underperforming markets or assets, including decisions that 
result in impairment or other charges that reduce our earnings. In assessing the recoverability of our long-lived assets, 
goodwill and intangible assets, we consider changes in economic conditions and make assumptions regarding 
estimated future cash flows and other factors. These estimates are highly subjective and can be significantly impacted 
by many factors such as business and economic conditions, operating costs, inflation, competition, consumer and 
demographic trends and restructuring activities. If our estimates or underlying assumptions change in the future, or if 
the operating performance or cash flows of our business decline, we may be required to record impairment charges, 
which could have a significant adverse effect on our reported results for the affected periods. 


Tax matters, including changes in tax rates or laws, imposition of new taxes, disagreements with taxing authorities 
and unanticipated tax liabilities, could impact our results of operations and financial condition. 


We are subject to income and other taxes in the United States and foreign jurisdictions, and our operations, 
plans and results are affected by tax matters and initiatives around the world. In particular, we are affected by the 
impact of changes to tax rates, laws or policies or related authoritative interpretations. We are also impacted by the 
settlement of adjustments proposed by taxing and governmental authorities in connection with our tax reviews and 
audits, all of which will depend on their timing, nature and scope. While we believe our recorded provision for 
income taxes properly reflects all applicable tax laws as currently enacted, there can be no assurance that we would be 
successful in challenging adjustments by the relevant tax authorities. Any significant increases in income tax rates, 
changes in income tax laws or unfavorable resolution of tax matters could have a material adverse impact on our 
results of operations and financial condition. 


Our operations are subject to fluctuations in foreign currency exchange rates. 


Most of our revenues, costs and indebtedness is denominated in U.S. dollars, which is also our reporting 
currency. Our international operations that are denominated in currencies other than the U.S. dollar are translated to 
U.S. dollars for our financial reporting purposes and are impacted by fluctuations in currency exchange rates and 
changes in currency regulations. Our exposures to foreign currency risk are primarily related to fluctuations in the 
Canadian dollar relative to the U.S. dollar for our Canadian operations. Unfavorable currency fluctuations could 
reduce our royalty income and revenues. While we attempt to minimize our foreign currency risks, our risk 
management strategies may not be effective and our results of operations and financial condition could be adversely 


affected. 


Our operations are influenced by adverse weather conditions. 


Wendy’s restaurant operations are impacted by adverse weather conditions. Harsh weather conditions that keep 
customers from dining out can result in lost sales and revenues for our restaurants. For example, a heavy snowstorm in 
the Northeast or Midwest or a hurricane in the Southeast can shut down an entire metropolitan area, resulting in a 
reduction in sales in that area. Our first quarter includes winter months and historically has a lower level of sales at 
Company-operated restaurants. Because a significant portion of our restaurant operating costs is fixed or semi-fixed in 
nature, the loss of sales during these periods could hurt our operating margins and profits. For these reasons, 
quarter-to-quarter comparisons may not be a good indication of the Company’s performance or how we may perform 
in the future. 
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Our results can be adversely affected by unforeseen events, such as natural disasters, hostilities, social unrest, health 
epidemics or pandemics or other catastrophic events. 


Unforeseen events, such as natural disasters, hostilities (including terrorist activities and public or workplace 
violence), social unrest, health epidemics or pandemics or other catastrophic events can adversely affect consumer 
spending, consumer confidence, restaurant sales and operations and our ability to perform corporate or support 
functions at our restaurant support center, any of which could affect our business, results of operations and financial 
condition. 


Item 1B. Unresolved Staff Comments. 


None. 


Item 2. Properties. 


We believe that our properties, taken as a whole, are generally well maintained and are adequate for our current 
and foreseeable business needs. 


The following table contains information about our principal office facilities as of January 3, 2021: 


APPROXIMATE 
LAND SQ. FT. OF 
ACTIVE FACILITIES FACILITIES LOCATION TITLE FLOOR SPACE 
Corporate Headquarters ............... Dublin, Ohio Owned 324,025* 
Wendy’s Restaurants of Canada Inc. ...... Burlington, Ontario, Canada _ Leased 8,917** 


* — QSCC, Wendy’s independent supply chain purchasing co-op, leases 14,493 square feet of this space from 


Wendy’s. The Corporate Headquarters serves all of our operating segments. 
** The Wendy’s Restaurants of Canada Inc. facility primarily serves the International operating segment. 


At January 3, 2021, Wendy’s and its franchisees operated 6,828 Wendy’s restaurants. Of the 361 Company- 
operated restaurants in the Wendy’s U.S. segment, Wendy’s owned the land and building for 142 restaurants, owned 
the building and held long-term land leases for 149 restaurants and held leases covering the land and building for 
70 restaurants. Lease terms are generally initially between 15 and 20 years and, in most cases, provide for rent 
escalations and renewal options. Certain leases contain contingent rent provisions that require additional rental 
payments based upon restaurant sales volume in excess of specified amounts. As part of the Global Real Estate & 
Development segment, Wendy’s also owned 509 and leased 1,245 properties that were either leased or subleased 
principally to franchisees as of January 3, 2021. Surplus land and buildings are generally held for sale and are not 
material to our financial condition or results of operations. 


Item 3. Legal Proceedings. 


The Company is involved in litigation and claims incidental to our business. We provide accruals for such 
litigation and claims when payment is probable and reasonably estimable. The Company believes it has adequate 
accruals for continuing operations for all of its legal and environmental matters. We cannot estimate the aggregate 
possible range of loss for our existing litigation and claims for various reasons, including, but not limited to, many 
proceedings being in preliminary stages, with various motions either yet to be submitted or pending, discovery yet to 
occur and/or significant factual matters unresolved. In addition, most cases seek an indeterminate amount of damages 
and many involve multiple parties. Predicting the outcomes of settlement discussions or judicial or arbitral decisions is 
thus inherently difficult and future developments could cause these actions or claims, individually or in aggregate, to 
have a material adverse effect on the Company’s financial condition, results of operations, or cash flows of a particular 
reporting period. 


Item 4. Mine Safety Disclosures. 
Not applicable. 
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PART II 


Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer 
Purchases of Equity Securities. 


The Company’s common stock is traded on the Nasdaq Global Select Market (“Nasdaq”) under the symbol 
“WEN.” 


The Company’s common stock is entitled to one vote per share on all matters on which stockholders are 
entitled to vote. The Company has no class of equity securities currently issued and outstanding except for its 
common stock. However, the Company is currently authorized to issue up to 100 million shares of preferred stock. 


During the first three quarters of the 2019 fiscal year, the Company paid quarterly cash dividends of $0.10 per 
share of common stock. During the fourth quarter of the 2019 fiscal year, the Company paid a quarterly cash 
dividend of $0.12 per share of common stock. During the first quarter of the 2020 fiscal year, the Company paid a 
quarterly cash dividend of $0.12 per share of common stock. During the second and third quarters of the 2020 fiscal 
year, the Company paid quarterly cash dividends of $0.05 per share of common stock. During the fourth quarter of 
2020, the Company paid a quarterly cash dividend of $0.07 per share of common stock. 


During the first quarter of 2021, the Company declared a dividend of $0.09 per share of common stock to be 
paid on March 15, 2021 to shareholders of record as of March 5, 2021. Although the Company currently intends to 
continue to declare and pay quarterly cash dividends, there can be no assurance that any additional quarterly cash 
dividends will be declared or paid or as to the amount or timing of such dividends, if any. Future dividend payments, 
if any, will be made at the discretion of our Board of Directors and will be based on such factors as the Company’s 
earnings, financial condition and cash requirements and other factors. 


As of February 23, 2021, there were approximately 22,241 holders of record of the Company’s common stock. 


The following table provides information with respect to repurchases of shares of our common stock by us and 
our “affiliated purchasers” (as defined in Rule 10b-18(a)(3) under the Exchange Act) during the fourth fiscal quarter 
of 2020: 


Issuer Repurchases of Equity Securities 


Total Number of Approximate Dollar 
Shares Purchased Value of Shares 
as Part of that May Yet Be 
Total Number of Average Price Publicly Announced Purchased. Under 
Period Shares Purchased (1) Paid per Share Plan the Plan (2) 
September 28, 2020 
through 91,653 $23.58 86,285 $81,715,463 


November 1, 2020 


November 2, 2020 
through 249,262 $22.56 248,033 $76,122,127 


November 29, 2020 
November 30, 2020 


through 387,018 $22.28 377,359 $67,715,469 
January 3, 2021 
Total 727,933 $22.54 711,677 $67,715,469 


(1) Includes 16,256 shares reacquired by the Company from holders of share-based awards to satisfy certain 
requirements associated with the vesting or exercise of the respective award. The shares were valued at the fair 
market value of the Company’s common stock on the vesting or exercise date of such awards, as set forth in the 
applicable plan document. 


(2 


WH 


In February 2020, our Board of Directors authorized the repurchase of up to $100.0 million of our common 
stock through February 28, 2021, when and if market conditions warranted and to the extent legally permissible. 
As previously announced, in March 2020, the Company temporarily suspended all share repurchase activity in 
connection with the Company’s response to the COVID-19 pandemic. In July 2020, our Board of Directors 
approved an extension of the February 2020 authorization by one year, through February 28, 2022, when and if 
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market and economic conditions warrant and to the extent legally permissible. The Company resumed share 
repurchases in August 2020. 


Subsequent to January 3, 2021 through February 23, 2021, the Company repurchased 0.5 million shares with 
an aggregate purchase price of $9.6 million, excluding commissions. 


Item 6. Selected Financial Data. 


The following selected financial data has been derived from our consolidated financial statements. The data set 
forth below should be read in conjunction with “Management’s Discussion and Analysis of Financial Condition and 
Results of Operations” and our consolidated financial statements and notes thereto. 

Year Ended (1) (2) 


2020 2019 2018 2017 2016 
~~ (In millions, except per share amounts) a 
ales (3) oaths ent ot tee tee Sees $ 722.8 $ 707.5 $ 651.6 $ 622.8 $ 920.8 
Franchise royalty revenue and fees (3) ........... 444.7 429.0 409.0 410.5 371.5 
Franchise rental income (3) (4) ...........0000 232.6 233.1 203.3 190.1 143.1 
Advertising funds revenue .............00 000 0- 333.7 339.4 326.0 — — 
REVETUES 4 4,0:856 4 e.2. 908 Helene Oe ah DE 1,733.8 1,709.0 1,589.9 1,223.4 1,435.4 
Cost of sales (3) 2... cc cece es 614.9 597.5 548.6 517.9 752.1 
Advertising funds expense .............000000- 345.4 338.1 321.9 oa — 
System optimization (gains) losses, net (5) ....... (3.1) (1.3) (0.5) 39.1 (71.9) 
Reorganization and realignment costs (6) ........ 16.0 17.0 9.1 22.6 10.1 
Impairment of long-lived assets (7) ...........0. 8.0 7.0 4,7 4.1 16.2 
Operating profit: 0260.04 devoted deat ies 269.3 262.6 249.9 214.8 314.8 
Loss on early extinguishment of debt (8) ......... — (8.5) (11.5) — — 
Investment (loss) income, net (9) ...........00. (0.2) 25.6 450.7 2.7 0.7 
(Provision for) benefit from income taxes (10) .... (35.0) (34.6) (114.8) 93.0 (72.1) 
Net income 2.5 ieee pened dae a eee $ 117.8 $ 136.9 $ 460.1 $ 194.0 $ 129.6 
Net income per share: 
BASIC span cactsoce fac c02 oan te atuahae aden ste as $ 53 §$ .60 $ 1.93 $ 79 §$ 49 
Dthtited”) seccece. coheed dt deb deat Adhd deeded ededeess 52 58 1.88 .77 49 
Dividends per share 11... 0. eee ee eee eee $ 29 ~=«$ 42 $ 34 $ 28 $ 245 
Weighted average diluted shares outstanding ..... 228.0 235.1 245.0 252.3 266.7 
Net cash provided by operating activities ........ $ 2844 $ 288.9 $ 224.2 $ 238.8 $ 193.8 
Capital expenditures ....... 0.0.0.0... 0 00000. 69.0 74.5 69.9 81.7 150.0 
January 3, December 29, December 30, December 31, January 1, 
2021 2019 2018 2017 2017 
~~ ~~ (In millions) ~~ ~~ 
Total assets (4) . 0... ce cece cee eee eee $5,040.0  $4,994.5 $4,292.0 $4,096.9  $3,939.3 
Long-term debt, including current portion ....... 2,247.1 2,280.3 2,328.8 2,286.4 2,300.6 
Finance lease liabilities, including current 
POPOD: «dines cates He eae ee eees 518.2 491.9 455.6 468.0 211.7 
Stockholders’ equity 2... ... 0. eee eee eee eee 549.6 516.4 648.4 573.2 527.7 


(1) The Company’s fiscal reporting periods consist of 52 or 53 weeks ending on the Sunday closest to December 31 
and are referred to herein as (1) “the year ended January 3, 2021” or “2020,” (2) “the year ended December 29, 
2019” or “2019,” (3) “the year ended December 30, 2018” or “2018,” (4) “the year ended December 31, 2017” 
or “2017” and (5) “the year ended January 1, 2017” or “2016.” 2020 consisted of 53 weeks, while each of 2019, 
2018, 2017 and 2016 consisted of 52 weeks. 


(2) The Company applied the revenue recognition guidance effective at the beginning of 2018 using the modified 
retrospective method, whereby the cumulative effect of initially adopting the guidance was recognized as an 
adjustment to the opening balance of equity at January 1, 2018. Therefore, periods prior to 2018 do not reflect 
adjustments for the guidance and are not comparable. 
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(3) 


(4) 


(5) 


(6) 


(7) 


(8) 


(9) 


The decline in sales and cost of sales and the related increase in franchise royalty revenue and fees and franchise 
rental income during 2016 through 2017 is primarily a result of the sale of Wendy's Company-operated 
restaurants to franchisees under our system optimization initiative, which began in 2013. As of January 1, 2017, 
the Company completed its plan to reduce its ongoing Company-operated restaurant ownership to 
approximately 5% of the total system. 


The Company adopted the new accounting guidance for leases during the first quarter of 2019 using the 
effective date as the date of initial application; therefore, periods prior to 2019 do not reflect adjustments for the 
guidance and are not comparable. 


System optimization (gains) losses, net includes all gains and losses recognized on dispositions of restaurants and 
other assets in connection with Wendy’s system optimization initiative. See Note 3 of the Financial Statements 
and Supplementary Data contained in Item 8 herein for further discussion. 


Reorganization and realignment costs include the impact of (1) Wendy’s operations and field realignment plan 
in 2020, (2) Wendy’s information technology (“IT”) realignment plan in 2019 through 2020, (3) Wendy’s May 
2017 general and administrative (“G&A”) realignment plan in 2017 through 2020, (4) costs related to Wendy’s 
system optimization initiative in 2016 through 2020 and (5) Wendy’s November 2014 G&A realignment plan 
in 2016. See Note 5 of the Financial Statements and Supplementary Data contained in Item 8 herein for further 
discussion. 


Impairment of long-lived assets primarily includes impairment charges on (1) restaurant-level assets resulting 
from the deterioration in operating performance of certain Company-operated restaurants, (2) restaurant-level 
assets resulting from the Company’s decision to lease and/or sublease properties to franchisees in connection 
with the sale or anticipated sale of Company-operated restaurants, including any subsequent lease modifications, 
and (3) restaurant-level assets resulting from the closing of Company-operated restaurants and classifying such 
surplus properties as held for sale. See Note 17 of the Financial Statements and Supplementary Data contained 
in Item 8 herein for further discussion. 


Loss on early extinguishment of debt primarily relates to refinancings, redemptions and repayments of long-term 
debt. See Note 12 of the Financial Statements and Supplementary Data contained in Item 8 herein for further 
discussion. 


Investment (loss) income, net includes (1) a cash settlement related to a previously held investment during 2019 
and (2) the gain on sale of our remaining ownership interest in Inspire Brands, Inc. (“Inspire Brands”) (formerly 
Arby’s) during 2018. See Note 8 and Note 18 of the Financial Statements and Supplementary Data contained in 
Item 8 herein for further discussion. 


(10) The benefit from income taxes in 2017 includes the impact of the Tax Cuts and Jobs Act. See Note 14 of the 
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Financial Statements and Supplementary Data contained in Item 8 herein for further discussion. 


Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations. 
Introduction 


This “Management’s Discussion and Analysis of Financial Condition and Results of Operations” of The 


> 


Wendy’s Company (“The Wendy’s Company” and, together with its subsidiaries, the “Company,” “we,” “us,” or 
“our”) should be read in conjunction with the consolidated financial statements and the related notes that appear 
elsewhere within this report. Certain statements we make under this Item 7 constitute “forward-looking statements” 
under the Private Securities Litigation Reform Act of 1995. See “Special Note Regarding Forward-Looking 
Statements and Projections” in “Part I” preceding “Item 1 - Business.” You should consider our forward-looking 
statements in light of the risks discussed under the heading “Risk Factors” in Item 1A above, as well as our 
consolidated financial statements, related notes and other financial information appearing elsewhere in this report and 


our other filings with the Securities and Exchange Commission (the “SEC”). 


The Wendy’s Company is the parent company of its 100% owned subsidiary holding company, Wendy’s 
Restaurants, LLC (“Wendy’s Restaurants”). The principal 100% owned subsidiary of Wendy’s Restaurants is 
Wendy’s International, LLC and its subsidiaries (“Wendy’s”). Wendy’s is primarily engaged in the business of 
operating, developing and franchising a system of distinctive quick-service restaurants serving high quality food. 
Wendy’s opened its first restaurant in Columbus, Ohio in 1969. Today, Wendy’s is the #2 quick-service restaurant 
company in the hamburger sandwich segment in the United States (the “U.S.”) based on traffic share*, and the third 
largest globally with 6,828 restaurants in the U.S and 30 foreign countries and U.S. territories as of January 3, 2021. 
(*Based on The NPD Group CREST® data for the twelve months ended December 2020.) 


The Company is comprised of the following segments: (1) Wendy’s U.S., (2) Wendy’s International and 
(3) Global Real Estate & Development. Wendy’s U.S. includes the operation and franchising of Wendy’s restaurants 
in the U.S. and derives its revenues from sales at Company-operated restaurants and royalties, fees and advertising 
fund collections from franchised restaurants. Wendy’s International includes the franchising of Wendy’s restaurants in 
countries and territories other than the U.S. and derives its revenues from royalties, fees and advertising fund 
collections from franchised restaurants. Global Real Estate & Development includes real estate activity for owned sites 
and sites leased from third parties, which are leased and/or subleased to franchisees, and also includes our share of the 
income of our TimWen real estate joint venture. In addition, Global Real Estate & Development earns fees from 
facilitating franchisee-to-franchisee restaurant transfers (“Franchise Flips”) and providing other development-related 
services to franchisees. In this Item 7. “Management’s Discussion and Analysis of Financial Condition and Results of 
Operations,” the Company reports on the segment profit for each of the three segments described above. The 
Company measures segment profit based on segment adjusted earnings before interest, taxes, depreciation and 
amortization (“EBITDA”). Segment adjusted EBITDA excludes certain unallocated general and administrative 
expenses and other items that vary from period to period without correlation to the Company’s core operating 
performance. See “Results of Operations” below and Note 26 of the Financial Statements and Supplementary Data 
contained in Item 8 herein for segment financial information. 


The Company’s fiscal reporting periods consist of 52 or 53 weeks ending on the Sunday closest to 
December 31 and are referred to herein as (1) “the year ended January 3, 2021” or “2020,” which consisted of 
53 weeks, (2) “the year ended December 29, 2019” or “2019,” which consisted of 52 weeks, and (3) “the year ended 
December 30, 2018” or “2018,” which consisted of 52 weeks. All references to years, quarters and months relate to 
fiscal periods rather than calendar periods. 


We adopted the new accounting guidance for leases effective December 31, 2018, which had a material impact 
on our consolidated financial statements. Beginning with the first quarter of 2019, our financial condition and results 
of operations reflect adoption of this guidance; however, prior period results were not restated. See Note 1 of the 
Financial Statements and Supplementary Data contained in Item 8 herein for further information. 


Executive Overview 
Our Business 


As of January 3, 2021, the Wendy’s restaurant system was comprised of 6,828 restaurants, with 5,881 Wendy’s 
restaurants in operation in the U.S. Of the U.S. restaurants, 361 were operated by the Company and 5,520 were 
operated by a total of 228 franchisees. In addition, at January 3, 2021, there were 947 Wendy’s restaurants in 
operation in 30 foreign countries and U.S. territories, all of which were franchised. 


33 


The revenues from our restaurant business are derived from two principal sources: (1) sales at Company- 
operated restaurants and (2) franchise-related revenues, including royalties, national advertising funds contributions, 
rents and franchise fees received from Wendy’s franchised restaurants. Company-operated restaurants comprised 
approximately 5% of the total Wendy’s system as of January 3, 2021. 


Wendy’s operating results are impacted by a number of external factors, including commodity costs, labor costs, 
intense price competition, unemployment and consumer spending levels, general economic and market trends and 
weather. The COVID-19 pandemic has had and may continue to have the effect of heightening the impact of many 
of these factors. See “Sales Trends and COVID-19 Update” below and “Special Note Regarding Forward-Looking 
Statements and Projections” in “Part I” preceding “Item 1—Business” for additional information. 


Wendy’s long-term growth opportunities include investing in accelerated global growth through (1) building 
our breakfast daypart, (2) continued implementation of consumer-facing digital platforms and technologies and 
(3) expanding the Company’s footprint through targeted U.S. expansion and accelerated international expansion 
through same-restaurant sales growth and new restaurant development, including the Company’s plan to open 
Company-operated restaurants in the United Kingdom (“U.K.”) in the first half of 2021. 


Key Business Measures 


We track our results of operations and manage our business using the following key business measures, which 
include non-GAAP financial measures: 


¢ Same-Restaurant Sales — We report same-restaurant sales commencing after new restaurants have been open 
for 15 continuous months and as soon as reimaged restaurants reopen. Restaurants temporarily closed for 
more than one fiscal week are excluded from same-restaurant sales. Same-restaurant sales exclude the impact 
of the 53" week of 2020. For 2020, same-restaurant sales compares the 52 weeks from December 30, 2019 
through December 27, 2020 to the 52 weeks from December 31, 2018 through December 29, 2019. For 
fiscal 2021, same restaurant sales will compare the 52 weeks from January 4, 2021 through January 2, 2022 
to the 52 weeks from January 6, 2020 through January 3, 2021. This methodology is consistent with the 
metric used by our management for internal reporting and analysis. The table summarizing same-restaurant 
sales below in “Results of Operations” provides the same-restaurant sales percent changes. 


¢ Restaurant Margin — We define restaurant margin as sales from Company-operated restaurants less cost of 
sales divided by sales from Company-operated restaurants. Cost of sales includes food and paper, restaurant 
labor and occupancy, advertising and other operating costs. Restaurant margin is influenced by factors such 
as price increases, the effectiveness of our advertising and marketing initiatives, featured products, product 
mix, fluctuations in food and labor costs, restaurant openings, remodels and closures and the level of our 
fixed and semi-variable costs. 


¢ Systemwide Sales — Systemwide sales is a non-GAAP financial measure, which includes sales by both 
Company-operated restaurants and franchised restaurants. Franchised restaurants’ sales are reported by our 
franchisees and represent their revenues from sales at franchised Wendy’s restaurants. The Company’s 
consolidated financial statements do not include sales by franchised restaurants to their customers. The 
Company’s royalty revenues are computed as percentages of sales made by Wendy’s franchisees. As a result, 
sales by Wendy’s franchisees have a direct effect on the Company’s royalty revenues and profitability. 


¢ Average Unit Volumes — We calculate Company-operated restaurant average unit volumes by summing the 
average weekly sales of all Company-operated restaurants which reported sales during the week. Average unit 
volumes exclude the impact of the 53'4 week of 2020. For 2020, average unit volumes are calculated using 
the 52 weeks from December 30, 2019 through December 27, 2020. 


Franchised restaurant average unit volumes is a non-GAAP financial measure, which includes sales by 
franchised restaurants, which are reported by our franchisees and represent their revenues from sales at 
franchised Wendy’s restaurants. The Company’s consolidated financial statements do not include sales by 
franchised restaurants to their customers. We calculate franchised restaurant average unit volumes by 
summing the average weekly sales of all franchised restaurants which reported sales during the week. 


The Company calculates same-restaurant sales and systemwide sales growth on a constant currency basis. 
Constant currency results exclude the impact of foreign currency translation and are derived by translating current 
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year results at prior year average exchange rates. The Company believes excluding the impact of foreign currency 
translation provides better year over year comparability. 


Same-restaurant sales and systemwide sales exclude sales from Venezuela and, beginning in the third quarter of 
2018, exclude sales from Argentina due to the highly inflationary economies of those countries. The Company 
considers economies that have had cumulative inflation in excess of 100% over a three-year period as highly 
inflationary. 


The Company believes its presentation of same-restaurant sales, restaurant margin, systemwide sales and average 
unit volumes provide a meaningful perspective of the underlying operating performance of the Company’s current 
business and enables investors to better understand and evaluate the Company’s historical and prospective operating 
performance. The Company believes that these metrics are important supplemental measures of operating 
performance because they highlight trends in the Company’s business that may not otherwise be apparent when 
relying solely on GAAP financial measures. The Company believes investors, analysts and other interested parties use 
these metrics in evaluating issuers and that the presentation of these measures facilitates a comparative assessment of 
the Company’s operating performance. With respect to same-restaurant sales, systemwide sales and franchised 
restaurant average unit volumes, the Company also believes that the data is useful in assessing consumer demand for 
the Company’s products and the overall success of the Wendy’s brand. 


The non-GAAP financial measures discussed above do not replace the presentation of the Company’s financial 
results in accordance with GAAP. Because all companies do not calculate non-GAAP financial measures in the same 
way, these measures as used by other companies may not be consistent with the way the Company calculates such 
measures. 


Sales Trends and COVID-19 Update 


On March 11, 2020, the World Health Organization declared the novel strain of coronavirus (COVID-19) a 
global pandemic and recommended containment and mitigation measures worldwide. We continue to monitor the 
dynamic nature of the COVID-19 pandemic on our business, results and financial condition; however, we cannot 
predict the ultimate duration, scope or severity of the COVID-19 pandemic or its ultimate impact on our results of 
operations, financial condition and prospects. 


In response to the pandemic, in March 2020, Wendy’s updated its brand standard to include the closure of all 
dining rooms except where there were specific needs, or a drive-thru or pick-up window option was not available, 
subject to applicable federal, state and local requirements. Substantially all Wendy’s restaurants continued to offer 
drive-thru and delivery service to our customers. 


During the second quarter of 2020, the Company began to implement its restaurant and dining room 
reopening process through a phased approach in accordance with federal, state and local requirements, with customer 
and team member safety as its top priority. Dining rooms have been re-opening at each restaurant owner’s discretion, 
subject to applicable regulatory restrictions. As of January 3, 2021, approximately 75% of dining rooms were open 
across the Wendy’s system offering carryout and, in some cases, dine in services. 


The COVID-19 pandemic has resulted in the temporary closure of certain restaurants across the Wendy’s 
system. As of January 3, 2021, systemwide temporary restaurant closures totaled 17 and 45 in the U.S. and 
internationally, respectively, which represents less than 1% of all system restaurants. 


The following table shows same-restaurant sales for the fiscal months of January through June and the third and 
fourth quarters of 2020: 


January 
through Third Fourth 
faa Mak Abe May Jae “Rare Quarter 
Same-restaurant sales: 
WS. systemwide! 5-05. hecs ed owe daas 3.7%  (7.7)% (14.0)% (1.9)% 5.1% 7.0% 5.5% 
International ....... 0... cece ees 5.4% (17.0)% (28.3)% (15.7)% (10.7)% (2.1)%  (2.3)% 
Global systemwide ..............00 3.9%  (8.6)% (15.3)% (3.3)% 34% 6.1% 4.7% 


(a) Excludes the impact of the 53'¢ week in 2020. 


35 


As a result of the COVID-19 pandemic, global systemwide same-restaurant sales began to be materially 
adversely impacted in the fiscal month of March, with the fiscal month of April seeing the greatest impact. The 
decrease in same-restaurant sales was driven by a significant decline in customer count, partially offset by an increase 
in average check. Subsequently, global same-restaurant sales improved beginning in May, turned positive to 3.4% 
growth in June and increased 6.1% and 4.7% during the third and fourth quarters, respectively. Through the week 
ended February 21, 2021, U.S. and global systemwide same-restaurant sales increased approximately 6.0% and 5.0%, 
respectively. The improvement in same-restaurant sales since the lows seen in March and April has been primarily 
driven by a significant increase in customer counts since that time. 


Breakfast Launch 


Wendy’s long-term growth opportunities include investing in accelerated global growth, which includes 
building upon our breakfast daypart. Since the launch of breakfast across the U.S. system on March 2, 2020, same- 
restaurant sales have benefited from this new daypart, with breakfast contributing 6.2%, 6.4% and 6.3% to U.S. 
systemwide same-restaurant sales during the second, third and fourth quarters of 2020, respectively. The Company 
funded $14.6 million of incremental advertising to support the breakfast daypart during 2020. 


Digital 


Wendy’s long-term growth opportunities include accelerating same-restaurant sales through continued 
implementation of consumer-facing digital platforms and technologies. The Company has invested significant 
resources to focus on consumer-facing technology, including activating mobile ordering via Wendy’s mobile app, 
launching the Wendy’s Rewards loyalty program and establishing delivery agreements with third-party vendors for 
Wendy’s U.S. and Canadian restaurants. The Company’s digital business continues to grow and represented 
approximately 5% of U.S. systemwide sales during 2020, which is more than double the amount in 2019. 


Operations and Field Realignment 


In September 2020, the Company initiated a plan to reallocate resources to better support the long-term 
growth strategies for Company and franchise operations (the “Operations and Field Realignment Plan”). The 
Operations and Field Realignment Plan realigns the Company’s restaurant operations team, including transitioning 
from separate leaders of Company and franchise operations to a single leader of all U.S. restaurant operations. We also 
expect to incur contract termination charges, including the planned closure of certain field offices. The Company 
expects to incur total costs aggregating approximately $7.0 million to $9.0 million, of which approximately 
$6.5 million to $8.5 million will be cash expenditures, related to the Operations and Field Realignment Plan. Costs 
related to the Operations and Field Realignment Plan are recorded to “Reorganization and realignment costs.” 
During 2020, the Company recognized costs totaling $3.8 million, which primarily included severance and related 
employee costs and share-based compensation. The Company expects to incur additional costs aggregating 
approximately $3.0 million to $5.0 million, comprised primarily of third-party and other costs. The Company 
expects to recognize the majority of the remaining costs and make the majority of the remaining cash expenditures 
associated with the Operations and Field Realignment Plan during 2021. 


Information Technology (“IT”) Realignment 


In December 2019, our Board of Directors approved a plan to realign and reinvest resources in the Company’s 
IT organization to strengthen its ability to accelerate growth (the “IT Realignment Plan”). The Company has 
partnered with a third-party global IT consultant on this new structure to leverage their global capabilities, which will 
enable a more seamless integration between its digital and corporate IT assets. The IT Realignment Plan has reduced 
certain employee compensation and other related costs that the Company has reinvested back into IT to drive 
additional capabilities and capacity across all of its technology platforms. Additionally, in June 2020, the Company 
made changes to its leadership structure that included the elimination of the Chief Digital Experience Officer position 
and the creation of a Chief Information Officer position, for which the Company completed the hiring process in 
October 2020. Costs related to the IT Realignment Plan are recorded to “Reorganization and realignment costs.” 
During 2020 and 2019, the Company recognized costs totaling $7.3 million and $9.1 million, respectively, which 
primarily included third-party and other costs and recruitment and relocation costs in 2020 and severance and related 
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employee costs and third-party and other costs in 2019. The Company does not expect to incur any material 
additional costs under the IT Realignment Plan. 


NPC Quality Burgers, Inc. (“NPC”) 


As previously announced, NPC, the Company’s largest franchisee, filed for chapter 11 bankruptcy in July 2020 
and commenced a process to sell all or substantially all of its assets, including its interest in approximately 393 
Wendy’s restaurants across eight different markets, pursuant to a court-approved auction process. On November 18, 
2020, the Company submitted a consortium bid together with a group of pre-qualified franchisees to acquire NPC’s 
Wendy’s restaurants. Under the terms of the consortium bid, several existing and new franchisees would have been 
the ultimate purchasers of seven of the NPC markets, while the Company would have acquired one market. 


On January 7, 2021, following a court-approved mediation process, NPC and certain affiliates of Flynn 
Restaurant Group (“FRG”) and the Company entered into separate asset purchase agreements under which all of 
NPC’s Wendy’s restaurants will be sold to Wendy’s approved franchisees. Under the proposed transaction, FRG will 
acquire approximately half of NPC’s Wendy’s restaurants in four markets, while several existing Wendy’s franchisees 
that were part of the Company’s consortium bid will acquire the other half of NPC’s Wendy’s restaurants in the other 
four markets. The Company does not expect to acquire and operate any restaurants as part of this transaction. The 
Company expects that the sale of the restaurants will be completed in the late first quarter or early second quarter of 
2021, subject to the satisfaction of various closing conditions specified in the asset purchase agreements. 
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This section of this Form 10-K generally discusses 2020 and 2019 items and year-to-year comparisons between 2020 
and 2019. For discussion related to 2018 items and year-to-year comparisons between 2019 and 2018 that are not included 
in this Form 10-K, please refer to Part II, Item 7. Management’s Discussion and Analysis of Financial Condition and 
Results of Operations in our 2019 Form 10-K, filed with the United States Securities and Exchange Commission on 
February 26, 2020. 


Results of Operations 


The tables included throughout this Results of Operations section set forth in millions (except as otherwise 
indicated) the Company’s consolidated results of operations for the years ended January 3, 2021, December 29, 2019 
and December 30, 2018. Except as noted below, the Company’s consolidated results of operations described below 
includes the benefit of the 53'¢ week in 2020. 


2020 2019 2018 
Amount Change Amount Change Amount 
Revenues: 
Salesis 5 dite. av. hare abd Hog waves be eae eae ae $ 722.8 $15.3 $ 707.5 $ 55.9 $ 651.6 
Franchise royalty revenue and fees ...........-.0004. 444.7 15.7 429.0 20.0 409.0 
Franchise rental income ..........0 00 cece eee eee eee 232.6 (0.5) 233.1 29.8 203.3 
Advertising funds revenue ............ 00 eee eee eee 333.7 (5.7) 339.4 13.4 326.0 


1,733.8 24.8 1,709.0 119.1 1,589.9 


Costs and expenses: 


COS Of Sales: a. seers at ee ee ene 614.9 17.4 597.5 48.9 548.6 
Franchise support and other costs ............-.000 26.5 (17.2) 43.7 18.5 25.2 
Franchise rental expense... 0.0.0... cece eee eee 125.6 1.7 123.9 32.8 91.1 
Advertising funds expense .............0 0. eee eee 345.4 7.3 338.1 16.2 321.9 
General and administrative ..... 0.0.0.0. e eee eee 206.9 6.7 200.2 (17.3) 217.5 
Depreciation and amortization ................0000. 132.8 1.1 131.7 2.8 128.9 
System optimization gains, net ...............00000, (3.1) (1.8) (1.3) (0.8) (0.5) 
Reorganization and realignment costs ............... 16.0 (1.0) 17.0 7.9 9.1 
Impairment of long-lived assets .............0.00005 8.0 1.0 7.0 2.3 4.7 
Other operating income, net .......... 0.0. e eee eee (8.5) 2.9 (11.4) (4.9) (6.5) 
1,464.5 18.1 1,446.4 106.4 1,340.0 
Operating profit... 0.0.0... eee eee eee 269.3 6.7 262.6 12.7 249.9 
Interest: expense; NEC: 3.6 csalee daalde seers Mies iuwa alee (117.7) (1.7) (116.0) 3.6 (119.6) 
Loss on early extinguishment of debt ...............0004. — 8.5 (8.5) 3.0 (11.5) 
Investment (loss) income, net...... 0.0.0 cece eee eee ee (0.2) (25.8) 25.6 (425.1) 450.7 
Other income, net ..... 0. cee eee eens 1.4 (6.4) 7.8 2.4 5.4 
Income before income taxes 1... 0.0.0... cece eee eee 152.8 (18.7) 171.5 (403.4) 574.9 
Provision for income taxes .... 0.0.0 cee eee ee (35.0) (0.4) (34.6) 80.2 (114.8) 
Net income: icecs.ccs doa obs eddmeediadGobibdense $ 117.8 $19.1) $ 136.9 $(323.2) $ 460.1 
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% of % of % of 
Total Total Total 
2020 Revenues 2019 Revenues 2018 Revenues 


Revenues: 
DANES s cecaecs a2 daceeeeetee sues ee Gaede $ 722.8 41.7% $ 707.5 41.4% $ 651.6 41.0% 
Franchise royalty revenue and fees: 
Franchise royalty revenue ............ 416.5 24.0% 400.7 23.4% 377.9 23.7% 
Franchise fees ..... 0.0.0.0 cece eeaee 28.2 1.7% 28.3 1.7% 31.1 2.0% 
Total franchise royalty revenue and 
POCS Vota arc cetaceans a eer 444.7 25.7% 429.0 25.1% 409.0 25.7% 
Franchise rental income .............0005 232.6 13.4% 233.1 13.6% 203.3 12.8% 
Advertising funds revenue ..............-. 333.7 19.2% 339.4 19.9% 326.0 20.5% 
Total revenues............. $1,733.8 100.0% $1,709.0 100.0% $1,589.9 100.0% 
% of % of % of 
2020 Sales 2019 Sales 2018 Sales 
Cost of sales: 
Food and paper... 2.0... eee eee eee $ 221.8 30.7% $ 222.8 31.5% $ 207.0 31.8% 
Restaurant labor .......... 00000 e eee eeee 233.6 32.3% 214.7 30.3% 194.4 29.8% 
Occupancy, advertising and other operating 
GOSUS ida Raatlar dates ska Aves det te say's Ween Pcee aitaneos 159.5 22.1% 160.0 22.7% 147.2 22.6% 
Total cost of sales ...........0.0000- $ 614.9 85.1% $ 597.5 84.5% $ 548.6 84.2% 
% of % of % of 
2020 Sales 2019 Sales 2018 Sales 
Restaurant margin... 0... eee eee eee eee ee $ 107.9 14.9% $ 110.0 15.5% $ 103.0 15.8% 


The tables below present certain of the Company’s key business measures, which are defined and further 
discussed in the “Executive Overview” section included herein. 


2020 2019 2018 


Key business measures: 
U.S. same-restaurant sales (a): 


Company-operated restaurants 2.1.0... cee ees (0.7)% 3.1% 1.3% 

Franchised restaurants ..... 0. 0c cece cece cece te ene eet n eee enn eeees 2.3% 2.9% 0.5% 

SYVSCEMIWIGE: < cct-a-ag. arse erin Gime Hinie had Shee ae ed Oe a dsey dine doen hes Ae5a ee 2.0% 2.9% 0.6% 
International same-restaurant sales (a) (b) 1... ee eee eee (6.0)% 3.2% 4.7% 
Global same-restaurant sales (a): 

Company-operated restaurants 2.0... . eee eee eens (0.7)% 3.1% 1.3% 

Franchised restaurants (b)> ss os-o3.¢ac05 dd oo ee eulada kasi bys see das 14% 2.9% 1.0% 

Systemwide (D) s.i-d0:09 xn desctiukesad Vataod neg eae eeced Mea eas 1.2% 2.9% 1.0% 


(a) Excludes the impact of the 53"4 week in 2020. 


(b) Includes international franchised restaurants same-restaurant sales (excluding Venezuela, and excluding 
Argentina beginning in the third quarter of 2018, due to the impact of the highly inflationary economies of 
those countries). 
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Key business measures (continued): 
Systemwide sales: (a) 


Company-operated s.0.occsenreo3 oe adars eae atansg oe de kee $ 722.8 $ 707.5 $ 651.6 
WiStramchised o:fi<5.5 d-dedciet canted Gogdsen sce dcacaa ede peandedsrarm enradone a 9,508.5 9,055.2 8,719.1 
ULSesystemWwide: ox she tna d mde Awe Rea ee ake es 10,231.3 9,762.7 9,370.7 
International franchised (b) ..... 0.0... cee ees 1,107.2 1,181.6 1,141.9 
Global systemwide ....... 0.0 cece cece eens $11,338.5 $10,944.3 $10,512.6 
Restaurant average unit volumes (in thousands): (c) 
Company-operated .. 0... eee eee eens $ 1,978.5 $ 1,989.6 $ 1,918.0 
WS: franchised! in «caer decane ante aoetig ares aod eee em sceke kaos Ace 1,708.9 1,664.1 1,612.8 
USS VStCMWIGe ¢.doncg. pedis beacinlane de oanacthoueanteaisng a OR eas 1,725.5 1,684.0 1,630.8 
International franchised (b) .. 0.0.0.0... ccc ee eee 1,199.5 1,357.5 1,359.2 
Global systemwide ...... 0.00... cece eects $ 1,654.7 $ 1,641.4 $ 1,596.1 


(a) During 2020 and 2019, global systemwide sales increased 3.7% and 4.4%, respectively, U.S. systemwide sales 
increased 4.8% and 4.2%, respectively, and international franchised sales decreased 5.5% and increased 6.7%, 
respectively, on a constant currency basis. 2020 systemwide sales growth percentages include a positive impact of 
approximately 2.0% for the 53 week in 2020. 


(b) Excludes Venezuela, and excludes Argentina beginning in the third quarter of 2018, due to the impact of the 
highly inflationary economies of those countries. 


(c) Excludes the impact of the 53" week in 2020. 


US. International 
Company-operated Franchised Franchised — Systemwide 


Restaurant count: 
Restaurant count at December 30, 2018 ............. 353 5,457 901 6,711 
OPEN ed associa ets Han nee Ga we Sy eden sires 2 105 75 182 
(NOSE ceaistssein eect sag tS diabetes Gab eae i eelses bo (3) (62) (40) (105) 
Net purchased from (sold by) franchisees ........ 5 (5) — — 
Restaurant count at December 29, 2019 ............. 357 5,495 936 6,788 
Opetied ¢.5.2snshauindscoielseiae Gide etet Ss 7 91 49 147 
GIGSEd et csacdays) 2. eve acca septic metsuaete tensa atenes (2) (67) (38) (107) 
Net (sold to) purchased by franchisees .......... me! ) 1 = — 
Restaurant count at January 3, 2021 ................ 361 5,520 947 6,828 
Sales 
2020 2019 2018 
Amount Change Amount Change Amount 
Sales. ..4-2u:c0h Anew Peeew aueds nent eee eaes beeen bba0-~ $722.8 $15.3 $707.5 $55.9 $651.6 


The increase in sales during 2020 was primarily due to (1) sales during the 53" week of 2020 of approximately 
$13.7 million and (2) a net increase in the number of Company-operated restaurants in operation during 2020 
compared to 2019. These increases were partially offset by a 0.7% decrease in Company-operated same-restaurant 
sales. Company-operated same-restaurant sales declined due to a decrease in customer count as a result of the 
COVID-19 pandemic, partially offset by (1) the positive impact from the launch of breakfast and (2) higher average 
check. 
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Franchise Royalty Revenue and Fees 


2020 2019 2018 
Amount Change Amount Change Amount 
Franchise royalty revenue ... 0.0... 0c cee eee eee eee eee $416.5 $15.8 $400.7 $22.8 $377.9 
PAIN CM IS LECS a onset. tts co eetee. freee aneeeaee ates aha ee, 0st Bea eee ne 28.2 (0.1) 28.3 (2.8) 31.1 


$444.7 $15.7 $429.0 $20.0 $409.0 


The increase in franchise royalty revenue during 2020 was primarily due to (1) royalties earned during the 534 
week of 2020 of approximately $7.8 million, (2) a 1.4% increase in global franchise same-restaurant sales and (3) a 
net increase in the number of franchise restaurants in operation during 2020 compared to 2019. The increase in 
franchise same-restaurant sales reflects (1) the positive impact from the launch of breakfast in the U.S. and (2) higher 
average check, partially offset by a decrease in customer count as a result of the COVID-19 pandemic. 


Franchise Rental Income 


2020 2019 2018 
Amount Change Amount Change Amount 
Franchise rental income ....... 0.00 ccc eee cee ee eee eee eee $232.6 $(0.5) $233.1 $29.8 $203.3 


The decrease in franchise rental income during 2020 was primarily due to assigning certain leases to franchisees 
during 2019. 


Advertising Funds Revenue 


2020 2019 2018 
Amount Change Amount Change Amount 
Advertising funds revenue ...... 0.00. cece eee $333.7 $(5.7) $339.4 $13.4 $326.0 


The Company maintains two national advertising funds established to collect and administer funds contributed 
for use in advertising and promotional programs for Company-operated and franchised restaurants in the U.S. and 
Canada. Franchisees make contributions to the national advertising funds based on a percentage of sales of the 
franchised restaurants. The decrease in advertising funds revenue during 2020 was primarily due to the impact of the 
COVID-19 pandemic. The positive impact from the launch of breakfast did not impact advertising funds revenue 
due to the Company’s decision in March 2020 to abate national advertising fund contributions on breakfast sales for 
the remainder of 2020 in response to the COVID-19 pandemic. The decrease in advertising funds revenue was 
partially offset by revenues earned during the 53 week of 2020 of approximately $6.4 million. 


Cost of Sales, as a Percent of Sales 


2020 2019 2018 
Amount Change Amount Change Amount 
Food! atid. paper do v.2 22 cane eaneeensoc tat hedadue etd auiedde ns 30.7% (0.8)% 31.5% (0.3)% 31.8% 
Restalirantdabo: vec ee aaa ath al ne ahah pate ean tgeeeede geen 32.3% 2.0% 30.3% 0.5% 29.8% 
Occupancy, advertising and other operating costs ..............04. 22.1% (0.6)% 22.7% 0.1% 22.6% 


85.1% 0.6% 84.5% 0.3% 84.2% 


The increase in cost of sales, as a percent of sales, during 2020 was primarily due to (1) a decrease in customer 
count, reflecting the impact of the COVID-19 pandemic, (2) restaurant labor cost increases, which included 
incremental recognition pay during April and May, and (3) an increase in commodity costs. These impacts were 
partially offset by (1) higher average check and (2) lower insurance costs. 


Franchise Support and Other Costs 


2020 2019 2018 
Amount Change Amount Change Amount 
Franchise support and other costs 1.1.6.0... scenes $26.5 $(17.2) $43.7 $18.5 $25.2 
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The decrease in franchise support and other costs during 2020 was primarily due to (1) the prior year 
investments of $16.4 million to support U.S. franchisees in preparation of the launch of breakfast and (2) the prior 
year purchase of digital scanning equipment for franchisees of $5.3 million. These decreases were partially offset by 
further investments made in 2020 to support U.S. franchisees in preparation of the launch of breakfast. 


Franchise Rental Expense 


2020 2019 2018 
Amount Change Amount Change Amount 
Franchise rental expense se ocgnechtadeleedchaetareect ee ey seus $125.6 $1.7 $123.9 $32.8 $91.1 


The increase in franchise rental expense during 2020 was primarily due to the impact of assigning certain leases 
to franchisees in 2019. 


Advertising Funds Expense 


2020 2019 2018 
Amount Change Amount Change Amount 
Advertising funds expense .. 0.00.0... ccc eee cece eens $345.4 $7.3 $338.1 $16.2 $321.9 


The increase in advertising funds expense during 2020 was primarily due to the Company’s funding of 
$14.6 million of incremental advertising to support the breakfast daypart. This increase was partially offset by the 
impact of the COVID-19 pandemic. 


General and Administrative 


2020 2019 2018 
Amount Change Amount Change Amount 
Professional fees: cs. <i08 ete dawgdaae ddd d we ened oa oo canoe $ 32.3 $12.8 $19.5 $ (0.1) $ 19.6 
Legal teseivess. sb cacs.nniie ed cobt-oeeie teh iad besides beede a 02 2.7 (2.5) (30.1) 27.6 
Travelerelated expenses? ancs:h.g.soiag anese disuirere sb Suekd. ao Giafeeipeanes 5.8 (6.6) 12.4 (0.4) 12.8 
Incentive compensation ...... 0.0... eee eee eee 23.0 (3.0) 26.0 10.4 15.6 
Other. Net <.324-24.ck do ded oda adbaicherwwdoncaddcyee weed Gans 145.6 0.8 144.8 2.9 141.9 
$206.9 $6.7 $200.2 $(17.3) $217.5 


The increase in general and administrative expenses during 2020 was primarily due to (1) an increase in 
professional fees, reflecting higher IT-related costs, and (2) the prior year reduction in legal reserves as a result of an 
increase in anticipated insurance proceeds available for use related to the settlement of the financial institutions class 
action. These increases were partially offset by (1) a decrease in travel-related expenses as a result of reduced travel 
during the COVID-19 pandemic and (2) a decrease in incentive compensation accruals due to lower operating 
performance in 2020 compared to 2019. 


Depreciation and Amortization 


2020 2019 2018 
Amount Change Amount Change Amount 
Restaurants 3.0 it4grdacks sdiehinedeu Poe kway oie aed «hake nbar $ 84.9 $(0.9) $ 85.8 $2.9 $ 82.9 
Corporatéiandiothet s. .iiecine is gauies iets Raa gdatenie ane nadie sts 47.9 2.0 45.9 (0.1) 46.0 


$132.8 $1.1 $131.7 $2.8 $128.9 


The increase in depreciation and amortization during 2020 was primarily due to (1) changes in useful lives for 
certain asset categories, (2) the impact of the 53rd week in 2020, (3) the assignment of certain leases to a franchisee in 
2019, resulting in the write-off of the related net investment in the leases, and (4) an increase in depreciation on assets 
newly added as part of our Image Activation program. These increases were partially offset by (1) assets becoming 
fully depreciated and (2) a decrease in depreciation on assets classified as held for sale resulting from the expected sale 
of 43 restaurants in New York to franchisees in the second quarter of 2021. 


System Optimization Gains, Net 


2020 2019 2018 
Amount Change Amount Change Amount 
System optimization gains, net ..... 0... eee eee eee $(3.1) $(1.8) $(1.3) $(0.8) —$(0.5) 
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System optimization gains, net during 2020 were primarily comprised of gains on the sale of surplus and other 
properties. System optimization gains, net during 2019 were primarily comprised of post-closing adjustments on 
previous sales of restaurants. 


Reorganization and Realignment Costs 


2020 2019 2018 

Amount Change Amount Change Amount 
Operations and field realignment ........ 0.0.00... cece eee eee eee $38 $38 $$ — $— $— 
IV realignment: ocsce neers es dosedeisbentisieetsdbette desedes 7.3 (1.8) all 9.1 — 
G&A tealignMent. S24 sa5 ne ances tates tee teewe ce beeen 0.6 (7.2) 7.8 (1.0) 8.8 
System optimization imitiative 2.6... kee eee 4.3 4.2 0.1 (0.2) 0.3 


$16.0 $(1.0) $170 $7.9 $9.1 


In September 2020, the Company initiated the Operations and Field Realignment Plan to reallocate resources 
to better support the long-term growth strategies for Company and franchise operations. During 2020, the Company 
recognized costs associated with the Operations and Field Realignment Plan totaling $3.8 million, which included 
severance and related employee costs of $3.1 million and share-based compensation of $0.6 million. 


In December 2019, the Company’s Board of Directors approved the IT Realignment Plan to realign and 
reinvest resources in its IT organization to strengthen its ability to accelerate growth. Additionally, in June 2020, the 
Company made changes to its leadership structure that included the creation of a Chief Information Officer position 
and the elimination of the Chief Digital Experience Officer position. During 2020, the Company recognized costs 
associated with the IT Realignment Plan totaling $7.3 million, which included third-party and other costs of 
$5.2 million, recruitment and relocation costs of $1.3 million and severance and related employee costs of 
$0.8 million. During 2019, the Company recognized costs associated with the IT Realignment Plan totaling 
$9.1 million, which primarily included severance and related employee costs of $7.5 million and third-party and other 
costs of $1.4 million. 


In May 2017, the Company initiated a plan to further reduce its G&A expenses (the “G&A Realignment 
Plan”). In addition, in May 2019, the Company announced changes to its management and operating structure. 
G&A realignment costs for 2020 were primarily comprised of share-based compensation. G&A realignment costs for 
2019 were primarily comprised of severance and related employee costs and share-based compensation. The 
Company does not expect to incur any material additional costs under the G&A Realignment Plan. 


As part of the Company’s system optimization initiative, the Company expects to continue to optimize the 
Wendy’s system through strategic restaurant acquisitions and dispositions, as well as by facilitating 
franchisee-to-franchisee restaurant transfers. During 2020, the Company recognized costs associated with its system 
optimization initiative totaling $4.3 million, which primarily included professional fees related to the NPC 
bankruptcy sale process. 


Impairment of Long-Lived Assets 


2020 2019 2018 
Amount Change Amount Change Amount 
Impairment of long-lived assets 2.6.0.0... eee eee eee eee $8.0 $1.0 $7.0 $2.3 $4.7 


The increase in impairment charges during 2020 was primarily driven by the deterioration in operating 
performance of certain Company-operated restaurants as a result of the COVID-19 pandemic. 


Other Operating Income, Net 


2020 2019 2018 
Amount Change Amount Change Amount 
Equity in earnings in joint ventures, net ..............0..0000005 $(6.1) $2.6 $ (8.7) $(0.6) $(8.1) 
Gains on sales-type leases 0... cee eens (2.0) 0.3 (2.3) (2.3) — 
Other Net e325: td bias db tad eis dae + biked ee ek oa a ete (0.4) = (0.4) (2.0) 1.6 


$(8.5) $2.9 $(11.4) $(4.9)  $(6.5) 


The change in other operating income, net during 2020 was primarily due to a decrease in the equity in 
earnings from our TimWen joint venture. 


Interest Expense, Net 


2020 2019 2018 
Amount Change Amount Change Amount 
Interest expense, Het. chuwse ese ola gees sed i eedilactokoade +e $117.7. $1.7. $116.0 $(3.6) $119.6 


Interest expense, net increased during 2020 primarily due to the impact of the 53"! week in 2020 of 
approximately $1.9 million. 


Loss on Early Extinguishment of Debt 


2020 2019 2018 
Amount Change Amount Change Amount 
Loss on early extinguishment of debt................ 000s $ —  $(8.5) $8.5 $(3.0) $11.5 


The change in loss on early extinguishment of debt was due to the Company refinancing a portion of its 
securitized financing facility in the prior year, in which the Company incurred a loss on the early extinguishment of 
debt of $7.2 million resulting from the write-off of certain deferred financing costs. In addition, the Company 
recognized a loss on early extinguishment of debt of $1.3 million during the fourth quarter of 2019 due to the 
repurchase of a portion of the Company’s 7% debentures. 


Investment (Loss) Income, Net 


2020 2019 2018 
Amount Change Amount Change Amount 
Investment (loss) income, net.... 0... cece eee eee $(0.2) $(25.8) $25.6 $(425.1) $450.7 


The change in investment (loss) income, net during 2020 was due to a prior year $25.0 million cash settlement 
related to a previously held investment received in October 2019, of which $24.4 million was recorded to investment 
(loss) income, net. See Note 8 of the Financial Statements and Supplementary Data contained in Item 8 herein for 
further discussion. 


Other Income, Net 


2020 2019 2018 
Amount Change Amount Change Amount 
Otherinicomes Mets 44.5 o ce dark eis ot ear Mada wed coer y $1.4 $(6.4) $7.8 $2.4 $5.4 


Other income, net decreased during 2020 primarily due to lower interest income earned on the Company’s 
cash equivalents. 


Provision for Income Taxes 


2020 2019 2018 
Amount Change Amount Change Amount 
Income before income taxes... 0... eee eee eee $152.8 $(18.7) $171.5 $(403.4) $574.9 
Provision for income taxes .... 0... cece eee eee (35.0) (0.4) (34.6) 80.2 (114.8) 
Effective tax rate ON INCOME... kee eee eee 22.9% 2.8% 20.1% 0.1% 20.0% 


The increase in the provision for income taxes from 2019 to 2020 was primarily due to a $6.1 million 
nonrecurring benefit for the reduction in uncertain tax benefits recorded in 2019, partially offset by lower income 
before income taxes during 2020. The increase in the effective tax rate in 2020 resulted from the $6.1 million 
nonrecurring benefit for the reduction in uncertain tax benefits in 2019, partially offset by changes to our deferred 
state taxes and valuation allowances on state net operating losses resulting from our system optimization initiative. 


Segment Information 


See Note 26 of the Financial Statements and Supplementary Data contained in Item 8 herein for further 
information regarding the Company’s segments. 


44 


Wendy’s U.S. 


2020 2019 2018 
Amount Change Amount Change Amount 
SALES: scicscdes toed dehack tage Staided depiahay a dcharbadd wenden $ 722.8 $15.3 $ 707.5 $55.9 $ 651.6 
Franchise royalty revenue ...... 00... cee eee eee ees 373.2 17.5 355.7 20.2 335.5 
PrancGhise fees 05. fscrd avec cediscteQogcahs acacin det detcack dewcela ada ane anaes 22.1 0.2 21.9 2.9 19.0 
Advertising fund revenue... . 0... eee eee 313.3 (5.9) 319.2 12.8 306.4 
‘Total reventies 428 doa ddotetc hited dead-w aod bxbeie edd bs $1,431.4 $27.1 $1,404.3 $91.8 $1,312.5 
Sepment profit 42.59 se dag een teen adeiniwers hawhecas $ 393.3 $241 $ 369.2 $13.7 $ 355.5 


The increase in Wendy’s U.S. revenues during 2020 was primarily due to (1) sales and royalty revenue during 
the 534 week of 2020 of approximately $13.7 million and $7.0 million, respectively, (2) a net increase in the number 
of Company-operated and franchise restaurants in operation during 2020 compared to 2019 and (3) an increase in 
same-restaurant sales. The increase in same-restaurant sales reflects the positive impact from the launch of breakfast 
across the U.S. system and higher average check, partially offset by a decrease in customer count as a result of the 


COVID-19 pandemic. 


The increase in Wendy’s U.S. segment profit during 2020 was primarily due to (1) higher royalty revenue, (2) a 
decrease in franchise support and other costs, reflecting the Company’s investments in 2019 to support U.S. 
franchisees in preparation of the launch of breakfast across the U.S. system and the purchase of digital scanning 
equipment for franchisees, and (3) lower general and administrative expenses. These changes were partially offset by 
the Company’s funding of $14.6 million of incremental advertising during 2020. 


Wendy’s International 
2020 2019 2018 

Amount Change Amount Change Amount 
Franchise:toyalty TeVenue vs 4.02.0 acdsee aos ne Bailes a aeydee 8 Sao wea $43.3 $(1.7) $45.0 $2.6 $42.4 
Pranchise fees s+ 4,2 dessa tount Se to bebe inch oa dee dah geonicat daa Betas 2.0 (1.0) 3.0 (2.6) 5.6 
Advertising fund revenue. s 42 ec nce ces ode cease cae sae ws 20.3 0.1 20.2 0.6 19.6 
Total revenues .. 0... eee ttc n teen nee $65.6 $(2.6) $68.2 $0.6 $67.6 
Segment profit so ciaseena eel peee leben ebebae dena hbo $20.1 $(0.1) $20.2 $(5.4) $25.6 


The decrease in Wendy’s International revenues during 2020 was primarily due to a decrease in same-restaurant 
sales and the temporary closure of restaurants resulting from the impact of the COVID-19 pandemic. The decrease in 
same-restaurant sales was driven by a decrease in customer count, partially offset by higher average check. This 
decrease was partially offset by royalties during the 53'¢ week of 2020 of approximately $0.8 million. 


The decrease in Wendy’s International segment profit during 2020 was primarily due to lower royalty revenue, 
partially offset by a decrease in travel-related expenses as a result of reduced travel during the COVID-19 pandemic. 


Global Real Estate & Development 


2020 2019 2018 
Amount Change Amount Change Amount 
PraMGlISe Pees oars. 2.8 wr ssack te ace ee Gach Sav he Pec oreaae ae ce eA AD $ 42 $08 $ 3.4 $(3.1) $ 6.5 
Franchise rental income ......... 00.0 ccc cece cee e eee eens 232.6 (0.5) 233.1 29.8 203.3 
‘Total tevenuies: 1d.i00%damcdindetatesdd vdes d bdave-ddned $236.8 $0.3 $236.5 $26.7 $209.8 
Segment promt i324 ate h ha veke awks Ue ecsdd ds Shoda betas $100.7. $(6.4) $107.1 $(3.5) $110.6 


The increase in Global Real Estate & Development revenues during 2020 was primarily due to higher other 
miscellaneous franchise fees, partially offset by lower franchise rental income. See “Franchise Rental Income” above 
for further information. 
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The decrease in Global Real Estate & Development segment profit during 2020 was primarily due to (1) a 
decrease in equity in earnings from the TimWen joint venture and (2) a decrease in net rental income, reflecting the 
impact of assigning certain leases to franchisees during 2019. 


Consolidated Outlook for 2021 
Sales 


We expect sales at our Company-operated restaurants to be favorably impacted primarily by (1) an increase in 
customer counts as a result of the expected recovery from the COVID-19 pandemic, (2) a full year of operating in the 
breakfast daypart across the U.S. system, (3) a net increase in the number of Company-operated restaurants, including 
the Company’s plan to open Company-operated restaurants in the U.K in the first half of 2021, (4) our “Fast Food 
Done Right” strategy, which includes continuing core menu improvements, product innovation and strategic price 
increases on our menu items, (5) focused execution of operational excellence and (6) continued implementation of 
consumer-facing digital platforms and technologies. Sales at our Company-operated restaurants are expected to be 
negatively impacted by (1) the anticipated sale of certain Company-operated restaurants in New York to franchisees in 
the second quarter of 2021 and (2) lapping the impact of the 53"4 week of 2020. 


Franchise Royalty Revenue and Fees 


We expect sales at franchised restaurants to generally benefit from the factors described above under “Sales.” In 
addition, we expect franchise royalty revenue and fees to be favorably impacted by (1) an increase in the number of 
franchise restaurants in operation due to new restaurant development, (2) an increase in IT-related franchise fees and 
(3) the anticipated sale of certain Company-operated restaurants in New York to franchisees in the second quarter of 
2021. 


Cost of Sales 


We expect cost of sales, as a percent of sales to be favorably impacted by the same factors described above under 
“Sales,” and to also benefit from productivity initiatives. We expect these favorable impacts to be partially offset by 
higher restaurant labor-related costs, primarily due to increases in wages and investments in the U.K. as we plan to 
launch that market in the first half of 2021. 


Franchise Support and Other Costs 


We expect franchise support and other costs to increase primarily due to costs incurred to provide IT services to 
our franchisees, partially offset by the investments made in 2020 to support U.S. franchisees in preparation of the 
launch of breakfast. 


Advertising Funds Revenue and Expense 


We expect advertising funds expense to exceed advertising funds revenue as the Company plans to fund an 
incremental $15.0 million in advertising to continue to drive growth in our breakfast daypart. 


General and Administrative 


We expect general and administrative expense to be higher primarily due to increases in IT-related costs and 
travel-related expenses. 


Liquidity and Capital Resources 
Cash Flows 


Our primary sources of liquidity and capital resources are cash flows from operations and borrowings under our 
securitized financing facility. Our principal uses of cash are operating expenses, capital expenditures, repurchases of 
common stock and dividends to stockholders. 
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During 2020, the Company made a payment of $24.7 million related to the settlement of the financial 
institutions class action. See Note 11 of the Financial Statements and Supplementary Data contained in Item 8 herein 
for further information. 


COVID-19 Actions 


In response to the COVID-19 pandemic, the Company has taken the following actions impacting its liquidity 
and capital resources during 2020: 


Long-Term Debt. The Company increased its cash position in March 2020 by drawdowns of its Series 2019-1 
Variable Funding Senior Secured Notes, Class A-1 (the “2019-1 Class A-1 Notes”), its U.S. advertising fund 
revolving line of credit and its Canadian revolving credit facility. The Company fully repaid the drawdowns of the 
2019-1 Class A-1 Notes and the U.S. advertising fund revolving line of credit in July 2020 and September 2020, 
respectively. The Company made partial repayments of the drawdown of the Canadian revolving credit facility in 
October 2020 and December 2020. In addition, the Company enhanced its debt capacity in June 2020 by issuing 
$100.0 million of Series 2020-1 Variable Funding Senior Secured Notes, Class A-1 (the “2020-1 Class A-1 Notes”). 
See “Long-Term Debt, Including Current Portion” below for additional information. 


Dividends. The Company reduced its quarterly cash dividend from $.12 per share in the first quarter of 2020 
to $.05 per share in the second and third quarters of 2020 and $.07 per share in the fourth quarter of 2020. See 
“Dividends” below for additional information. 


Stock Repurchases. "The Company temporarily suspended all share repurchase activity beginning in March 
2020 under the February 2020 share repurchase authorization. The Company resumed share repurchases in August 
2020 as discussed below in “Stock Repurchases.” 


G&A and Capital Expenditures. In the first quarter of 2020, the Company evaluated its planned 2020 general 
and administrative expenses and capital expenditures and identified savings of approximately $10.0 million and 
$20.0 million, respectively, for a total of $30.0 million in savings. The Company ultimately realized approximately 
$5.0 million of the previously identified general and administrative expense savings, primarily as a result of a higher 
incentive compensation accrual, and approximately $5.0 million of the previously identified capital expenditures 


savings, primarily due to a decision to increase capital expenditures for new and existing Company-operated 
restaurants in light of our improved liquidity position. 


Advertising Expenditures. The Company revised its planned 2020 advertising expenses in March 2020 to 
eliminate Company funding of incremental advertising. In June 2020, the Company reevaluated its marketing plans 
and funded $14.6 million of incremental advertising during 2020 to drive additional growth. 


Franchise and System Support. To support the franchise system, the Company (1) extended payment terms for 
royalties and national advertising funds contributions by 45 days beginning in April for a three month period, 
(2) abated national advertising fund contributions on breakfast sales for the remainder of 2020, (3) offered to defer 
base rent payments on properties owned by Wendy’s and leased to franchisees by 50% beginning in May for a three 
month period, which are being repaid over a 12 month period beginning in August 2020, and (4) extended Image 
Activation and new restaurant development requirements by one year. As of January 3, 2021, substantially all 


franchisees are current on royalties and national advertising funds contributions due to the Company. 


To support the health and well-being of our Company-operated restaurant employees, the Company 
(1) implemented a new emergency paid sick leave policy with up to 14 days paid leave in the event an employee is 
unable to work as a result of the COVID-19 pandemic and (2) increased hourly pay by 10% for the months of April 
and May for hourly crew members, shift managers and assistant general managers, and protected part of the monthly 
bonus through September for general managers and district managers. 


CARES Act. The Company deferred payment of the Company’s share of Social Security payroll taxes as 
permitted under the Coronavirus Aid, Relief, and Economic Security Act (the “CARES Act”), which allows for the 
deferral of these payments through the end of 2020 and requires repayment of the deferred amounts in 2021 and 
2022. The Company ceased the deferral of payments in August 2020 and fully repaid the deferred amounts during 
the fourth quarter of 2020. 


In addition, the Company expects to benefit from the technical amendments under the CARES Act by treating 
qualified improvement property (““QIP”) as 15-year property and allowing such property to be eligible for the 
100 percent bonus depreciation for QIP placed in service after December 31, 2017. 
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Anticipated Cash Requirements 
Our anticipated cash requirements for 2021 exclusive of operating cash flow requirements consist principally of: 


* capital expenditures of approximately $80.0 million to $90.0 million as discussed below in “Capital 
Expenditures;” 


quarterly cash dividends aggregating approximately $80.6 million as discussed below in “Dividends;” and 


stock repurchases of up to $67.7 million under our February 2020 authorization as discussed below in “Stock 
Repurchases.” 


Based on current levels of operations, the Company expects that available cash and cash flows from operations 
will provide sufficient liquidity to meet operating cash requirements for the next 12 months. 


We currently believe we have the ability to pursue additional sources of liquidity if needed or desired to fund 
operating cash requirements or for other purposes. However, there can be no assurance that additional liquidity will 
be readily available or available on terms acceptable to us. 


Cash Flows from Operating, Investing and Financing Activities 


The table below summarizes our cash flows from operating, investing and financing activities for each of the 
past three fiscal years: 
2020 2019 2018 
“Amount Change Amount Change Amount 


Net cash provided by (used in): 2... 0.0... eee eee eee eee 


Operating activities:.c02 occ geoi sad raieenee ae eese ey $ 284.4 $ (4.5) $288.9 $ 64.7 $224.2 
Investing activities 2.6... ee ee eee eee (68.3) (13.4) (54.9) (417.8) 362.9 
Financing activities 44 ds rdas ee need oengtedaa toe saee (157.9) 207.4 (365.3) (59.6) (305.7) 
Effect of exchange rate changes on cash ..............000005 1.3 (2.2) 3.5 11.2 (7.7) 
Net increase (decrease) in cash, cash equivalents and 
festricted Cash: c.25ccsicd ug acavtnandndie da: taaveraits Seton de bed arsed $ 59.5 $187.3 $(127.8) $(401.5) $ 273.7 
Operating Activities 


Cash provided by operating activities consists primarily of net income, adjusted for non-cash expenses such as 
depreciation and amortization, deferred income tax and share-based compensation, and the net change in operating 
assets and liabilities. Cash provided by operating activities was $284.4 million and $288.9 million in 2020 and 2019, 
respectively. The change was primarily due to (1) a cash payment of $24.7 million related to the settlement of the 
financial institutions class action in January 2020, (2) an increase in payments related to the Company’s 
reorganization and realignment plans, (3) an increase in payments for incentive compensation for the 2019 fiscal year 
paid in 2020 and (4) the timing of rental payments. These changes were partially offset by the timing of payments for 
marketing expenses of the national advertising funds. 


Investing Activities 


Cash used in investing activities was $68.3 million and $54.9 million in 2020 and 2019, respectively. The 
change was primarily due to a cash settlement received during 2019 related to a previously held investment of 
$24.4 million, which was partially offset by (1) a decrease in capital expenditures of $5.5 million, (2) a decrease in 
new notes receivable to franchisees of $2.7 million (3) and increase in proceeds from dispositions of $2.6 million. 


Financing Activities 


Cash used in financing activities was $157.9 million and $365.3 million in 2020 and 2019, respectively. The 
change was primarily due to (1) a decrease in repurchases of common stock of $155.6 million, (2) a decrease in 
dividends of $31.5 million and (3) a net decrease in cash used in long-term debt activities of $23.5 million, reflecting 
the impact of the completion of a debt refinancing transaction during 2019. 
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Capitalization 


Year End 
2020 2019 
Long-term debt, including current portion ...............000000. $2,247.1  $2,280.3 
Stockholders’ equity... eee cece eens 549.6 516.4 


$2,796.7 — $2,796.7 


The Company’s total capitalization at January 3, 2021 was flat compared to December 29, 2019 and was 
impacted principally by the following: 


° dividends paid of $64.9 million; 

* stock repurchases, including the impact of the 2019 ASR Agreement, of $61.1 million; and 
¢ a net decrease in long-term debt, including current portion, of $33.2 million; offset by 

* comprehensive income of $122.0 million; and 


* treasury share issuances of $26.8 million for exercises and vesting of share-based compensation awards. 


Long-Term Debt, Including Current Portion 


Year End 
2020 

Series 2019-1 Class A-2-I Notes 2.0... 0c ccc ccc een teen tne een ene eens $ 386.0 
Series 201921. Glass: A-2-11 Notes: 3.6 soccer ged da tet aden aiea bb bee dade saawiwes 434.3 
Series 2018-1 Class A-2-I Notes 2... 0... cece ete teen nee n ene ne ees 436.5 
Series: 201821 Class A-2-IT NOtés: 2.2.6 4.000 aca Sandee See ae ew ee die ed 460.8 
Series 2015-1 Class A-2-III Notes... 0... cc ccc ccc ent nen ete nen n eens 473.7 
Canadian revolving credit facility... 1... eee cece cece e enn ne 2.0 
TY AEbEMEURES. ce soe ges a deed sedges Sead thet. be sugudoacecd Gaver tencarduaueoaeleceon ie Mull ge auce paver e abe 84.0 
Unamortized debt issuance costs... 6... eee e ence ee nee een ee eens (30.2) 
Total long-term debt, including current portion ...... 00... cece eee eee $2,247.1 


Except as described below, there were no material changes to the terms of any debt obligations since 
December 29, 2019. The Company was in compliance with its debt covenants as of January 3, 2021. See Note 12 of 
the Financial Statements and Supplementary Data contained in Item 8 herein for further information related to our 
long-term debt obligations. 


Wendy’s Funding, LLC, a limited-purpose, bankruptcy-remote, wholly-owned indirect subsidiary of The 
Wendy’s Company, is the master issuer (the “Master Issuer”) of outstanding senior secured notes under a securitized 
financing facility that was entered into in June 2015. Under this facility, in June 2019, the Master Issuer issued 
outstanding 2019-1 Class A-1 Notes, which allow for the borrowing of up to $150.0 million from time to time on a 
revolving basis using various credit instruments, including a letter of credit facility. In March 2020, the Company 
drew down $120.0 million under the 2019-1 Class A-1 Notes, which the Company fully repaid in July 2020. As a 
result, as of January 3, 2021, the Company had no outstanding borrowings under the 2019-1 Class A-1 Notes. In 
June 2020, the Master Issuer also issued outstanding 2020-1 Class A-1 Notes, which allow for the borrowing of up to 
$100.0 million from time to time on a revolving basis using various credit instruments. The Company had no 
outstanding borrowings under the 2020-1 Class A-1 Notes as of January 3, 2021. 


A Canadian subsidiary of Wendy’s has a revolving credit facility of C$6.0 million. In March 2020, the 
Company drew down C$5.5 million under the revolving credit facility, of which the Company repaid C$1.0 million 
in October 2020 and C$2.0 million in December 2020. As a result, as of January 3, 2021, the Company had 
outstanding borrowings of C$2.5 million under the revolving credit facility. Subsequent to January 3, 2021, the 
Company repaid the C$2.5 million outstanding balance under the Canadian revolving credit facility. 


Wendy’s U.S. advertising fund has a revolving line of credit of $25.0 million, which was established to support 
the advertising fund operations. Borrowings under the line of credit are guaranteed by Wendy’s. In February 2020, 
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the Company drew down $4.4 million under the revolving line of credit, which the Company fully repaid in February 
2020. In March 2020, the Company drew down $25.0 million under the revolving line of credit, which the 
Company fully repaid in September 2020. As a result, as of January 3, 2021, the Company had no outstanding 
borrowings under the revolving line of credit. 


The increased borrowings and other actions described above were taken as precautionary measures to provide 
enhanced financial flexibility considering the uncertain market conditions arising from the COVID-19 pandemic. 


We may from time to time seek to repurchase additional portions of our outstanding long-term debt, including 
our 7% debentures and/or our senior secured notes, through open market purchases, privately negotiated transactions 
or otherwise. Such repurchases, if any, will depend on prevailing market conditions, our liquidity requirements, 
contractual restrictions and other factors. Whether or not we elect to repurchase any debt and the size and timing of 
any such repurchases will be determined at our discretion. 


Contractual Obligations 


The following table summarizes the expected payments under our outstanding contractual obligations at 
January 3, 2021: 


Fiscal Years 
2021 2022-2023 2024-2025 After 2025 Total 
Long-term debt obligations (a) .......... $124.7 $234.3 $1,162.1  $1,320.0 $2,841.1 
Finance lease obligations (b) ............ 52.3 109.5 112.6 687.3 961.7 
Operating lease obligations (c)........... 89.9 179.1 178.5 867.2 1,314.7 
Purchase obligations (d) ............... 73.9 83.2 55.4 28.7 241.2 
Other sic daca deeianGbeedbidtdie sd abe 6.5 0.2 — — 6.7 
POtali(@) « oiaodciiews od, see relgla iar eiese $347.3 $606.3 $1,508.6 $2,903.2 $5,365.4 


(a) Includes interest of approximately $557.9 million. These amounts exclude the fair value adjustment related to 
Wendy’s 7% debentures assumed in the Wendy’s Merger. 


(b) Includes interest of approximately $443.5 million. 
(c) Includes interest of approximately $404.1 million. 


(d) Includes purchase obligations related to (1) the Company’s arrangement with a third-party global IT consultant 
and (2) the remaining beverage purchase requirement under a beverage agreement. Also includes other purchase 
obligations related primarily to marketing and information technology. 


(ce) Excludes obligation for unrecognized tax benefits, including interest and penalties, of $21.9 million. We are 
unable to predict when or if cash payments will be required. 


Capital Expenditures 


In 2020, cash capital expenditures amounted to $69.0 million. In 2021, we expect that cash capital 
expenditures will amount to approximately $80.0 million to $90.0 million, principally relating to (1) the opening of 
new Company-operated restaurants and the reimaging of existing Company-operated restaurants, (2) technology 
investments, including consumer-facing digital technology, (3) maintenance capital expenditures for our Company- 
operated restaurants and (4) various other capital projects. As of January 3, 2021, the Company had $3.7 million of 
outstanding commitments, included in “Accounts payable,” for capital expenditures expected to be paid in 2021. 


Dividends 


On March 16, 2020, June 15, 2020, September 15, 2020 and December 15, 2020, the Company paid 
quarterly cash dividends per share of $.12, $.05, $.05 and $.07, respectively, aggregating $64.9 million. On 
February 23, 2021, the Company announced a dividend of $0.09 per share to be paid on March 15, 2021 to 
shareholders of record as of March 5, 2021. If the Company pays regular quarterly cash dividends for the remainder 
of 2021 at the same rate as declared in the first quarter of 2021, the Company’s total cash requirement for dividends 
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for all of 2021 would be approximately $80.6 million based on the number of shares of its common stock outstanding 
at February 23, 2021. The Company currently intends to continue to declare and pay quarterly cash dividends; 
however, there can be no assurance that any additional quarterly dividends will be declared or paid or of the amount 
or timing of such dividends, if any. 


Stock Repurchases 
The following table summarizes the Company’s repurchases of common stock for 2020, 2019 and 2018: 
Year Ended 
ma 2019——« 
Repurchases of common stock (a) (b) (Cc)... eee eee eee $76.1 $202.7 $270.2 
Number of shares repurchased ........ 0. 35 10.2 15.8 


(a) Excludes commissions of $0.04 million, $0.1 million and $0.2 million for 2020, 2019 and 2018, respectively. 


(b) 2019 includes repurchases of $85.0 million under the 2019 ASR Agreement, representing 85% of the initial 
purchase price of $100.0 million. 2020 includes the remaining repurchases of $15.0 million under the 2019 
ASR Agreement. 


(c) In addition to the ASR repurchase activity, 2020 includes $32.3 million and $28.8 million, excluding 
commissions, of repurchases under the February 2020 and February 2019 repurchase authorizations, 
respectively. 


In February 2020, our Board of Directors authorized a repurchase program for up to $100.0 million of our 
common stock through February 28, 2021, when and if market conditions warranted and to the extent legally 
permissible. As previously announced, beginning in March 2020, the Company temporarily suspended all share 
repurchase activity under the February 2020 authorization in connection with the Company’s response to the 
COVID-19 pandemic. In July 2020, the Company’s Board of Directors approved an extension of the February 2020 
authorization by one year, through February 28, 2022, when and if market and economic conditions warrant and to 
the extent legally permissible. The Company resumed share repurchases in August 2020. During 2020, the Company 
repurchased 1.6 million shares under the February 2020 repurchase authorization with an aggregate purchase price of 
$32.3 million, of which $0.7 million was accrued at January 3, 2021, and excluding commissions. As of January 3, 
2021, the Company had $67.7 million of availability remaining under its February 2020 authorization. Subsequent 
to January 3, 2021 through February 23, 2021, the Company repurchased 0.5 million shares under the February 
2020 authorization with an aggregate purchase price of $9.6 million, excluding commissions. 


In February 2019, our Board of Directors authorized a repurchase program for up to $225.0 million of our 
common stock through March 1, 2020, when and if market conditions warranted and to the extent legally 
permissible. In November 2019, the Company entered into an accelerated share repurchase agreement (the “2019 
ASR Agreement”) with a third-party financial institution to repurchase common stock as part of the Company’s 
existing share repurchase program. Under the 2019 ASR Agreement, the Company paid the financial institution an 
initial purchase price of $100.0 million in cash and received an initial delivery of 4.1 million shares of common stock, 
representing an estimated 85% of the total shares expected to be delivered under the 2019 ASR Agreement. In 
February 2020, the Company completed the 2019 ASR Agreement and received an additional 0.6 million shares of 
common stock at an average purchase price of $23.89. The total number of shares of common stock ultimately 
purchased by the Company under the 2019 ASR Agreement was based on the average of the daily volume-weighted 
average prices of the common stock during the term of the 2019 ASR Agreement, less an agreed upon discount. In 
total, 4.7 million shares were delivered under the 2019 ASR Agreement at an average purchase price of $21.37 per 
share. 


In addition to the shares repurchased in connection with the 2019 ASR Agreement, during 2020, the Company 
repurchased 1.3 million shares with an aggregate purchase price of $28.8 million, excluding commissions, under the 
February 2019 authorization. After taking into consideration these repurchases, with the completion of the 2019 ASR 
Agreement in February 2020, the Company completed its February 2019 authorization. 


In addition to the shares repurchased in connection with the 2019 ASR Agreement, during 2019, the Company 
repurchased 6.1 million shares with an aggregate purchase price of $117.7 million, of which $1.8 million was accrued 
at December 29, 2019, and excluding commissions of $0.1 million, under the February 2019 authorization and the 
Company’s November 2018 authorization referenced below. 
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In February 2018, our Board of Directors authorized a repurchase program for up to $175.0 million of our 
common stock through March 3, 2019, when and if market conditions warranted and to the extent legally 
permissible. In November 2018, our Board of Directors approved an additional share repurchase program for up to 
$220.0 million of our common stock through December 27, 2019, when and if market conditions warranted and to 
the extent legally permissible. In November 2018, the Company entered into an accelerated share repurchase 
agreement (the “2018 ASR Agreement”) with a third-party financial institution to repurchase common stock as part 
of the Company’s existing share repurchase programs. Under the 2018 ASR Agreement, the Company paid the 
financial institution an initial purchase price of $75.0 million in cash and received an initial delivery of 3.6 million 
shares of common stock, representing an estimated 85% of the total shares expected to be delivered under the 2018 
ASR Agreement. In December 2018, the Company completed the 2018 ASR Agreement and received an additional 
0.7 million shares of common stock. The total number of shares of common stock ultimately purchased by the 
Company under the 2018 ASR Agreement was based on the average of the daily volume-weighted average prices of 
the common stock during the term of the 2018 ASR Agreement, less an agreed upon discount. In addition to the 
shares repurchased in connection with the 2018 ASR Agreement, during 2018, the Company repurchased 
10.1 million shares under the February 2018 and November 2018 authorizations with an aggregate purchase price of 
$172.6 million, of which $1.8 million was accrued at December 30, 2018, and excluding commissions of 
$0.1 million. 


In February 2017, our Board of Directors authorized a repurchase program for up to $150.0 million of our 
common stock through March 4, 2018, when and if market conditions warranted and to the extent legally 
permissible. The Company completed the February 2017 authorization during 2018 with the repurchase of 
1.4 million shares with an aggregate purchase price of $22.6 million, excluding commissions. 


Guarantees and Other Contingencies 


Year End 

2020 
Lease guaraniteesi(a) sp die heata de rsa eee bake ou dee peak aaa eee ake ulancen $ 90.3 
Lettersof credit(D) x vecie ena Sie a Sold eds De dacs ieee eh eae oe GR Ga Se a aes 26.6 
TG tall oe otsces aanse seuss case Sopuiseaeanssie. ah a aheck ve a Haste cp casos, & adeaneat cen cose ges cassue ysate sta ap cancnns $116.9 


(a) Wendy’s has guaranteed the performance of certain leases and other obligations, primarily from former 
Company-operated restaurant locations now operated by franchisees. These leases extend through 2045. 


(b) The Company has outstanding letters of credit with various parties. The Company does not expect any material 
loss to result from these letters of credit because we do not believe performance will be required. 


General Inflation, Commodities and Changing Prices 


We believe that general inflation did not have a significant effect on our consolidated results of operations. We 
attempt to manage any inflationary costs and commodity price increases through product mix and selective menu 
price increases. Delays in implementing such menu price increases and competitive pressures may limit our ability to 
recover such cost increases in the future. Inherent volatility experienced in certain commodity markets, such as those 
for beef, chicken, pork, cheese and grains, could have a significant effect on our results of operations and may have an 
adverse effect on us in the future. The extent of any impact will depend on our ability to manage such volatility 
through product mix and selective menu price increases. 


Seasonality 


Wendy’s restaurant operations are moderately seasonal. Wendy’s average restaurant sales are normally higher 
during the summer months than during the winter months. Because our business is moderately seasonal, results for a 
particular quarter are not necessarily indicative of the results that may be achieved for any other quarter or for the full 
fiscal year. 
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Off-Balance Sheet Arrangements 


Other than the obligations for guarantees described above in “Guarantees and Other Contingencies,” we do not 
have any off-balance sheet arrangements that have, or are, in the opinion of management, reasonably likely to have, a 
current or future material effect on our financial condition or results of operations. 


Critical Accounting Policies and Estimates 


The preparation of our consolidated financial statements in conformity with accounting principles generally 
accepted in the United States of America requires us to make estimates and assumptions in applying our critical 
accounting policies that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and 
liabilities at the date of the consolidated financial statements and the reported amount of revenues and expenses 
during the reporting period. Our estimates and assumptions affect, among other things, impairment of goodwill and 
indefinite-lived intangible assets, impairment of long-lived assets, realizability of deferred tax assets, federal and state 
income tax uncertainties and legal and environmental accruals. We evaluate those estimates and assumptions on an 
ongoing basis based on historical experience and on various other factors which we believe are reasonable under the 
circumstances. 


We believe that the following represent our more critical estimates and assumptions used in the preparation of 
our consolidated financial statements: 


¢ Impairment of goodwill and indefinite-lived intangible assets: 


We test goodwill for impairment annually, or more frequently if events or changes in circumstances indicate 
that the asset may be impaired. Our annual impairment test of goodwill may be completed through a 
qualitative assessment to determine if the fair value of the reporting unit is more likely than not greater than 
the carrying amount. If we elect to bypass the qualitative assessment for any reporting units, or if a qualitative 
assessment indicates it is more likely than not that the estimated carrying value of a reporting unit exceeds its 
fair value, we perform a quantitative goodwill impairment test. Under the quantitative test, the fair value of 
the reporting unit is compared with its carrying value (including goodwill). If the carrying value of the 
reporting unit exceeds its fair value, an impairment loss is recognized in an amount equal to that excess, 
limited to the total amount of goodwill allocated to that reporting unit. The fair value of the reporting unit is 
determined by management and is based on the results of (1) estimates we made regarding the present value 
of the anticipated cash flows associated with each reporting unit (the “income approach”) and/or (2) the 
indicated value of the reporting units based on a comparison and correlation of the Company and other 
similar companies (the “market approach”). 


The income approach, which considers factors unique to each of our reporting units and related long range 
plans that may not be comparable to other companies and that are not yet publicly available, is dependent on 
several critical management assumptions. These assumptions include estimates of future sales growth, 
operating profit, income tax rates, terminal value growth rates, capital expenditures and the weighted average 
cost of capital (discount rate). Anticipated cash flows used under the income approach are developed every 
fourth quarter in conjunction with our annual budgeting process and also incorporate amounts and timing of 
future cash flows based on our long range plan. 


The discount rates used in the income approach are an estimate of the rate of return that a market participant 
would expect of each reporting unit. To select an appropriate rate for discounting the future earnings stream, 
a review is made of short-term interest rate yields of long-term corporate and government bonds, as well as 
the typical capital structure of companies in the industry. The discount rates used for each reporting unit 
may vary depending on the risk inherent in the cash flow projections, as well as the risk level that would be 
perceived by a market participant. A terminal value is included at the end of the projection period used in 
our discounted cash flow analysis to reflect the remaining value that each reporting unit is expected to 
generate. The terminal value represents the present value in the last year of the projection period of all 
subsequent cash flows into perpetuity. The terminal value growth rate is a key assumption used in 
determining the terminal value as it represents the annual growth of all subsequent cash flows into 
perpetuity. 


Under the market approach, we apply the guideline company method in estimating fair value. The guideline 
company method makes use of market price data of corporations whose stock is actively traded in a public 
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market. The corporations we select as guideline companies are engaged in a similar line of business or are 
subject to similar financial and business risks, including the opportunity for growth. The guideline company 
method of the market approach provides an indication of value by relating the equity or invested capital 
(debt plus equity) of guideline companies to various measures of their earnings and cash flow, then applying 
such multiples to the business being valued. The result of applying the guideline company approach is 
adjusted based on the incremental value associated with a controlling interest in the business. This “control 
premium” represents the amount a new controlling shareholder would pay for the benefits resulting from 
synergies and other potential benefits derived from controlling the enterprise. 


The negative impacts of the COVID-19 pandemic, including the decline in same-restaurant sales described 
in “Sales Trends and COVID-19 Update” above and the volatility in the price of our common stock, 
resulted in the Company performing a quantitative goodwill impairment test in March 2020. The 
Company’s goodwill impairment test in March 2020 included three reporting units, which were comprised 
of its (1) U.S. Company-operated and franchise restaurants, (2) Canada franchise restaurants and (3) global 
real estate and development operations. Based on the results of our goodwill impairment test, we determined 
the fair values of our U.S. Company-operated and franchise restaurants and our Canada franchise restaurants 
reporting units significantly exceeded their carrying values. The goodwill impairment test for our global real 
estate and development operations also indicated the fair value of the reporting unit exceeded its carrying 
value; however, the fair value exceeded the carrying value of the reporting unit by only a nominal amount. 
Given the limited excess of the fair value over carrying value, this reporting unit is more sensitive to changes 
in assumptions regarding its fair value. As of the date of our analysis in the first quarter of 2020, a 50 basis 
point increase in the discount rate, or a moderate decline in estimated future cash flows, would have resulted 
in the fair value of the reporting unit being less than its carrying value. 


For the annual goodwill impairment test in the fourth quarter of 2020, we elected to perform a qualitative 
assessment for the U.S. Company-operated and franchise restaurants and the Canada franchise restaurants, 
and we performed a quantitative goodwill impairment test for the global real estate and development 
operations. The qualitative assessment indicated the fair value of goodwill of our U.S. Company-operated 
and franchise restaurants and the Canada franchise restaurants was more likely than not greater than the 
carrying amount. Our quantitative goodwill impairment test for our global real estate and development 
operations indicated that there had been no impairment and the fair value of this reporting unit of 
$1,314.7 million was approximately 13% in excess of its carrying value. A 100 basis point increase in the 
discount rate, or a moderate decline in estimated future cash flows, would have resulted in the fair value of 
the reporting unit being less than its carrying value. As of January 3, 2021, the goodwill balance associated 
with our global real estate and development operations was $122.5 million. 


Our indefinite-lived intangible assets represent trademarks and totaled $903.0 million as of January 3, 2021. 
We test indefinite-lived intangible assets for impairment annually, or more frequently if events or changes in 
circumstances indicate that the assets may be impaired. Our annual impairment test may be completed 
through a qualitative assessment to determine if the fair value of the indefinite-lived intangible assets is more 
likely than not greater than the carrying amount. If we elect to bypass the qualitative assessment, or if a 
qualitative assessment indicates it is more likely than not that the estimated carrying value exceeds the fair 
value, we test for impairment using a quantitative process. Our quantitative process includes comparing the 
carrying value to the fair value of our indefinite-lived intangible assets, with any excess recognized as an 
impairment loss. Our critical estimates in the determination of the fair value of our indefinite-lived intangible 
assets include the anticipated future revenues of Company-operated and franchised restaurants and the 
resulting cash flows. 


The Company performed a quantitative impairment test of our indefinite-lived intangible assets in March 
2020 as a result of the negative impacts of the COVID-19 pandemic. Based on the results of our impairment 
test, we determined the fair value of our indefinite-lived intangible assets significantly exceeded their carrying 
value. 


For the annual impairment test of our indefinite-lived intangible assets in the fourth quarter of 2020, we 
elected to perform a qualitative assessment. The qualitative assessment indicated the fair value of our 
indefinite-lived intangible assets was more likely than not greater than the carrying amount. 


The estimated fair values of our goodwill reporting units and indefinite-lived intangible assets are subject to 
change as a result of many factors including, among others, any changes in our business plans, changing 
economic conditions and the competitive environment. Should actual cash flows and our future estimates 
vary adversely from those estimates we use, we may be required to recognize impairment charges in future 
years. 


Impairment of long-lived assets: 


As of January 3, 2021, the total net carrying value of our long-lived tangible and definite-lived intangible 
assets was $2,265.5 million. Our long-lived assets include (1) properties and related definite-lived intangible 
assets (e.g., favorable leases) that are leased and/or subleased to franchisees, (2) Company-operated restaurant 
assets and related definite-lived intangible assets, which include reacquired rights under franchise agreements, 
and (3) finance and operating lease assets. 


We review our long-lived assets for impairment whenever events or changes in circumstances indicate that 
the carrying amount of an asset may not be recoverable. We assess the recoverability of our long-lived assets 
by comparing the carrying amount of the asset group to future undiscounted net cash flows expected to be 
generated through leases and/or subleases or by our individual Company-operated restaurants. If the carrying 
amount of the long-lived asset group is not recoverable on an undiscounted cash flow basis, then impairment 
is recognized to the extent that the carrying amount exceeds its fair value and is included in “Impairment of 
long-lived assets.” Our critical estimates in this review process include the anticipated future cash flows from 
leases and/or subleases or individual Company-operated restaurants, which is used in assessing the 
recoverability of the respective long-lived assets. Our impairment losses principally reflect impairment charges 
resulting from the deterioration in operating performance of certain Company-operated restaurants as a 


result of the COVID-19 pandemic. 


Our fair value estimates are subject to change as a result of many factors including, among others, any 
changes in our business plans, changing economic conditions and the competitive environment. Should 
actual cash flows and our future estimates vary adversely from those estimates we used, we may be required to 
recognize additional impairment charges in future years. 


Our ability to realize deferred tax assets: 


We account for income taxes under the asset and liability method. A deferred tax asset or liability is 
recognized whenever there are (1) future tax effects from temporary differences between the financial 
statement carrying amounts of existing assets and liabilities and their respective tax bases and (2) operating 
loss, capital loss and tax credit carryforwards. Deferred tax assets and liabilities are measured using enacted 
tax rates expected to apply to the years in which those differences are expected to be recovered or settled. 


Deferred tax assets are recognized to the extent the Company believes these assets will more likely than not be 
realized. In evaluating the realizability of deferred tax assets, the Company considers all available positive and 
negative evidence, including the interaction and the timing of future reversals of existing temporary 
differences, recent operating results, tax-planning strategies and projected future taxable income. In 
projecting future taxable income, we begin with historical results from continuing operations and incorporate 
assumptions including future operating income, the reversal of temporary differences and the 
implementation of feasible and prudent tax planning strategies. These assumptions require significant 
judgment and are consistent with the plans and estimates we are using to manage our underlying business. In 
evaluating the objective evidence that historical results provide, we consider three years of cumulative 
operating income. 


When considered necessary, a valuation allowance is recorded to reduce the carrying amount of the deferred 
tax assets to their anticipated realizable value. Our evaluation of the realizability of our deferred tax assets is 
subject to change as a result of many factors including, among others, any changes in our business plans, 
changing economic conditions, the competitive environment and the effect of future tax legislation. Should 
future taxable income vary from projected taxable income, we may be required to adjust our valuation 
allowance in future years. 


Net operating loss and credit carryforwards are subject to various limitations and carryforward periods. As of 
January 3, 2021, we have foreign tax credits of $17.8 million and state tax credits of $0.7 million, which will 
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begin to expire in 2022 and 2021, respectively. In addition, as of January 3, 2021, we have deferred tax assets 
for foreign net operating loss carryforwards of $0.3 million, as well as state and local net operating loss 
carryforwards of $43.4 million that will begin to expire in 2021. We believe it is more likely than not that 
the benefit from certain net operating loss carryforwards and tax credits will not be realized. In recognition of 
this risk, we have provided a valuation allowance of $50.0 million. 


e Income tax uncertainties: 


We measure income tax uncertainties in accordance with a two-step process of evaluating a tax position. We 
first determine if it is more likely than not that a tax position will be sustained upon examination based on 
the technical merits of the position. A tax position that meets the more-likely-than-not recognition threshold 
is then measured, for purposes of financial statement recognition, as the largest amount that has a greater 
than 50% likelihood of being realized upon effective settlement. We have unrecognized tax benefits of 
$21.0 million, which if resolved favorably would reduce our tax expense by $16.6 million at January 3, 2021. 


We accrue interest related to uncertain tax positions in “Interest expense, net” and penalties in “General and 
administrative.” At January 3, 2021, we had $0.9 million accrued for interest and $0.04 million accrued for 
penalties. 


The Company participates in the Internal Revenue Service (the “IRS”) Compliance Assurance Process 
(“CAP”). As part of CAP, tax years are examined on a contemporaneous basis so that all or most issues are 
resolved prior to the filing of the tax return. As such, our U.S. federal income tax returns for fiscal years 2009 
through 2018 have been settled. The statute of limitations for the Company’s state tax returns vary, but 
generally the Company’s state income tax returns from its 2017 fiscal year forward remain subject to 
examination. We believe that adequate provisions have been made for any liabilities, including interest and 
penalties that may result from the completion of these examinations. 


New Accounting Standards 


See Note 1 of the Financial Statements and Supplementary Data contained in Item 8 herein for a summary of 
new or amended accounting standards applicable to us. 


Item 7A. Quantitative and Qualitative Disclosures about Market Risk. 


Certain statements the Company makes under this Item 7A constitute “forward-looking statements” under the 
Private Securities Litigation Reform Act of 1995. See “Special Note Regarding Forward-Looking Statements and 
Projections” in “Part I” preceding “Item 1. Business.” 


We are exposed to the impact of interest rate changes, changes in commodity prices and foreign currency 
fluctuations primarily related to the Canadian dollar. In the normal course of business, we employ established policies 
and procedures to manage our exposure to these changes using financial instruments we deem appropriate. 


Interest Rate Risk 


Our objective in managing our exposure to interest rate changes is to limit the impact on our earnings and cash 
flows. Our policies prohibit the use of derivative instruments for trading purposes and we had no outstanding 
derivative instruments as of January 3, 2021. 


Our long-term debt, including the current portion, aggregated $2,283.2 million as of January 3, 2021 
(excluding unamortized debt issuance costs and the effect of purchase accounting adjustments). The Company’s 
predominantly fixed-rate debt structure has reduced its exposure to interest rate increases that could adversely affect its 
earnings and cash flows. The Company is exposed to interest rate increases under its Series 2019-1 Class A-1 Notes 
and its 2020-1 Class A-1 Notes (collectively, the “Class A-1 Notes”), as well as its U.S. advertising fund revolving line 
of credit; however, the Company had no outstanding borrowings under the Class A-1 Notes or U.S. advertising fund 
revolving line of credit as of January 3, 2021. The Company has outstanding borrowings of C$2.5 million under a 
Canadian subsidiary’s revolving credit facility as of January 3, 2021, which bears interest at the Bank of Montreal 
Prime Rate. An increase or decrease of 1.0% in the effective interest rate applied to the outstanding borrowings under 
our Canadian subsidiary’s revolving credit facility would not have a material effect on our consolidated results of 
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operations. See Note 12 of the Financial Statements and Supplementary Data contained in Item 8 herein for further 
information on the Company’s debt structure and its securitized financing facility. 


In addition, LIBOR is expected to be discontinued after 2021. If LIBOR is discontinued, we may need to 
renegotiate certain loan documents and we cannot predict what alternative index would be negotiated with our 
lenders or the resulting impact on our interest expense. 


Commodity Price Risk 


We purchase certain food products, such as beef, chicken, pork, cheese and grains, that are affected by changes 
in commodity prices and, as a result, we are subject to variability in our food costs. QSCC, our independent supply 
chain purchasing co-op, negotiates contracts with approved suppliers on behalf of the Wendy’s system in the U.S. and 
Canada to ensure favorable pricing for its major food products, as well as maintain an adequate supply of fresh food 
products. While price volatility can occur, which would impact profit margins, the purchasing contracts seek to limit 
the variability of these commodity costs without establishing any firm purchase commitments by us or our 
franchisees. In addition, we believe that alternative suppliers are generally available. Our ability to recover increased 
commodity costs through higher pricing is, at times, limited by the competitive environment in which we operate. 


Foreign Currency Risk 


Our exposures to foreign currency risk are primarily related to fluctuations in the Canadian dollar relative to the 
USS. dollar for our Canadian operations. We monitor these exposures and periodically determine our need for the use 
of strategies intended to lessen or limit our exposure to these fluctuations. We have exposure related to our investment 
in a Canadian subsidiary which is subject to foreign currency fluctuations. The exposure to Canadian dollar exchange 
rates on the Company’s cash flows primarily includes imports paid for by Canadian operations in U.S. dollars and 
payments from the Company’s Canadian operations to the Company’s U.S. operations in U.S. dollars. Revenues 
from our Canadian operations for the year ended January 3, 2021 represented approximately 5% of our total 
revenues. An immediate 10% change in Canadian dollar exchange rates versus the U.S. dollar from their levels at 
January 3, 2021 would not have a material effect on our consolidated financial position or results of operations. 
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Item 8. Financial Statements and Supplementary Data. 


THE WENDY'S COMPANY AND SUBSIDIARIES 
INDEX TO CONSOLIDATED FINANCIAL STATEMENTS 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 
To the Board of Directors and Stockholders of The Wendy’s Company 


Opinion on the Financial Statements 


We have audited the accompanying consolidated balance sheets of The Wendy’s Company and subsidiaries (the 
“Company”) as of January 3, 2021 and December 29, 2019, the related consolidated statements of operations, 
comprehensive income, stockholders’ equity, and cash flows, for each of the three years in the period ended January 3, 
2021, and the related notes (collectively referred to as the “financial statements”). In our opinion, the financial 
statements present fairly, in all material respects, the financial position of the Company as of January 3, 2021 and 
December 29, 2019, and the results of its operations and its cash flows for each of the three years in the period ended 
January 3, 2021, in conformity with accounting principles generally accepted in the United States of America. 


We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States) (PCAOB), the Company’s internal control over financial reporting as of January 3, 2021, based on 
criteria established in Internal Control—Integrated Framework (2013) issued by the Committee of Sponsoring 
Organizations of the Treadway Commission and our report dated March 3, 2021, expressed an unqualified opinion 
on the Company’s internal control over financial reporting. 


Change in Accounting Principle 


As discussed in Note 1 to the financial statements, during 2019, the Company adopted the Financial 
Accounting Standards Board’s (FASB) new standard related to leases using the modified retrospective approach. 


Basis for Opinion 


These financial statements are the responsibility of the Company’s management. Our responsibility is to express 
an opinion on the Company’s financial statements based on our audits. We are a public accounting firm registered 
with the PCAOB and are required to be independent with respect to the Company in accordance with the U.S. 
federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the 


PCAOB. 


We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we 
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material 
misstatement, whether due to error or fraud. Our audits included performing procedures to assess the risks of material 
misstatement of the financial statements, whether due to error or fraud, and performing procedures that respond to 
those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in 
the financial statements. Our audits also included evaluating the accounting principles used and significant estimates 
made by management, as well as evaluating the overall presentation of the financial statements. We believe that our 
audits provide a reasonable basis for our opinion. 


Critical Audit Matter 


The critical audit matter communicated below is a matter arising from the current-period audit of the financial 
statements that was communicated or required to be communicated to the audit committee and that (1) relates to 
accounts or disclosures that are material to the financial statements and (2) involved our especially challenging, 
subjective, or complex judgments. The communication of critical audit matters does not alter in any way our opinion 
on the financial statements, taken as a whole, and we are not, by communicating the critical audit matter below, 
providing a separate opinion on the critical audit matter or on the accounts or disclosures to which it relates. 


Goodwill—Global Real Estate and Development Operations Reporting Unit—Refer to Notes 1 and 10 to the 
financial statements 


Critical Audit Matter Description 
The Company’s evaluation of goodwill for impairment involves the comparison of the fair value of each 


reporting unit to its carrying value. 
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The Company used an income approach to estimate fair value of the global real estate and development 
operations reporting unit, which requires management to make significant estimates and assumptions including future 
sales growth, operating profit and the weighted average cost of capital (discount rate). Changes in these assumptions 
could have a significant impact on either the fair value, the amount of any goodwill impairment charge, or both. The 
goodwill balance was $751.0 million as of January 3, 2021, of which $122.5 million was allocated to the global real 
estate and development operations reporting unit. The fair value of the global real estate and development operations 
reporting unit exceeded its carrying value as of the measurement date and, therefore, no impairment was recognized. 


We identified the impairment evaluation of goodwill for the global real estate and development operations 
reporting unit as a critical audit matter because of the significant judgments made by management to estimate the fair 
value of this reporting unit. This required a high degree of auditor judgment and an increased extent of effort, 
including the need to involve our fair value specialists, when performing audit procedures to evaluate the 
reasonableness of management’s estimates and assumptions, particularly related to future sales growth, operating 
profit and the selection of the discount rate. 


How the Critical Audit Matter Was Addressed in the Audit 


Our audit procedures related to the estimates of future sales growth, operating profit and discount rate used by 
management to estimate the fair value of the global real estate and development operations reporting unit included 
the following, among others: 


e We tested the effectiveness of controls over management’s goodwill impairment evaluation, including those 
over the determination of the fair value of the global real estate and development operations reporting unit, 
such as controls related to management’s forecasts of future sales growth, operating profit and selection of the 
discount rate. 


¢ We evaluated management’s ability to accurately forecast future sales growth and operating profit by 
comparing actual results to management’s historical forecasts. 


¢ We evaluated the reasonableness of management’s sales and operating profit forecasts by comparing the 
forecasts to (1) historical sales and operating profit and (2) internal communications to management and the 
Board of Directors. We also considered the impact of changes in management’s forecasts from the annual 
measurement date in the fourth quarter to January 3, 2021. 


¢ With the assistance of our fair value specialists, we evaluated the discount rate assumptions, including testing 
the underlying source information and the mathematical accuracy of the calculation, and by developing a 
range of independent estimates and comparing those to the discount rate selected by management. 


/s/ Deloitte & Touche LLP 
Columbus, Ohio 
March 3, 2021 


We have served as the Company’s auditor since 1994. 
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THE WENDY’S COMPANY AND SUBSIDIARIES 
CONSOLIDATED BALANCE SHEETS 
(In Thousands Except Par Value) 


ASSETS 


Current assets: 


Gash: and .cashvequivalents® sic inns ankles dca ahaa wtiv cn acina. cena dba a 
Restricted ‘Cash 4.2.2, oe tab dbase e Pade adead eas kaaale Po NGS es 
Accounts and notes receivable, net ...... 0. ccc cnet een e eens 
INVENCOFIES 2c.:p5 05 thee ata cides okeledt wee wate dee cee eae ee 
Prepaid expenses and other current assets ...... 0... eect eee eee 
Advertising funds restricted assets... 0.0... cee cee cece tenes 


‘Totalietirtent assets. +326. oc.cedanb S246 Ga. Oxide Chehalis dees 


PHOPELUSS 2 ie 8od sets Sreatei aveansia ae enewe A-wainh Sed-biy: hugraters Deluna eddie Sunde aloo eae argue 
FimanGerl ease assets!.oi5 coe sels od ais @ deaia dani pdialeen pity endralasy atti dea. nedaidreasetsdiaselp awe 
Operating lease assets... no. ea gste ed nee tah eee h hyde needs eee eee eames ee es 
Goodwill ..iccc2c:03 stat eb etd bee eee hee dotis teed tote ebeeat toed 
Other intampible assets: eit, xcecs Goabicns qubvin.tey dade w-gch aceon vin eidadvbcar gd esle ecb na etait ue 


IMVEStMENTS 5-4 Sib wre ee adn akbar ta Re ee ee ee ea REE Ve aa Ae uae oe 
Net investment in sales-type and direct financing leases 1.2... 0.0... ee eee eee 
OUTER ASSEES: 2 istics: fa cation bier sede bbe deacguds asp Wilanese pldollS-ogadity abteabicee suhaidhe Sah cdacog ate 


LIABILITIES AND STOCKHOLDERS’ EQUITY 


Current liabilities: 


Current portion of long-term debt ..... 0.0... cece eee eee 
Current portion of finance lease liabilities 2.2.2.0... 00... eee eee eee 
Current portion of operating lease liabilities... 0.0... 0.0.00... ee eee 
Accounts payable: 222s Seie noe ob 8 SESS eRe Rese ee ee bacnielioe tad 
Accrued expenses and other current liabilities... 0.0.0.0... eee eee eee 
Advertising funds restricted liabilities... 0... cee eee 


Total cutrent liabilities... ¢.o52.0scaens eed baa gue se eaatas a awrite oe 


Long-term debt: 0:05 vince ctss bedeoetesd debe s et taw anes deed aede atlas obs 
Long-term finance lease liabilities... 2.0... ences 


Long-term operating lease liabilities... 0... ete eens 
Deferred income taxes: anttes chdcens ie ptt d ecards Sdeina Soneattna wp etaned eed edd ated aches eo 
Deferred franchise fees 2... ee ccc eee e ence nee ee ne ee nenas 


Other liabilities: . pcre cr cdtgaee coed b.04446-b4oabe baad coe eee area ewes 


Fe e-1 g 6t-10 1 pu (=r fare et 


Commitments and contingencies 


Stockholders’ equity: 
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Common stock, $0.10 par value; 1,500,000 shares authorized; 470,424 shares 
issued; 224,268 and 224,889 shares outstanding, respectively .............. 
Additional paid-in capital... 0... cence eee 
Retained ca rniigs: scsi cg. hc0 s audbactahaublentsid die top ien ce oansdiln sh seen epee teh aca es 
Common stock held in treasury, at cost; 246,156 and 245,535 shares, 
Pespectively vic octisreigga ie seeehonts beetdoeeedd Hehe ees Ged 
Accumulated other comprehensive loss»... 0.00.0... cee cee eee 


Total stockholders’ equity 2.1.0... eee eee eee ee 


Total liabilities and stockholders’ equity ........ 0.0.00. e eee eee eee 


See accompanying notes to consolidated financial statements. 


January 3, December 29, 
2021 2019 
$ 306,989 $ 300,195 
33,973 34,539 
109,891 117,461 
4,732 3,891 
89,732 15,585 
142,306 82,376 
687,623 554,047 
915,889 977,000 
206,153 200,144 
821,480 857,199 
751,049 755,911 
1,224,960 1,247,212 
44,574 45,949 
268,221 256,606 
120,057 100,461 


$ 5,040,006 


$ 4,994,529 


$ 28,962 $ 22,750 
12,105 11,005 
45,346 43,775 
31,063 22,701 
155,321 165,272 

— ey 
413,308 349,698 

2,218,163 2,257,561 
506,076 480,847 
865,325 897,737 
280,755 270,759 
89,094 91,790 
117,689 129,778 

4,490,410 4,478,170 
47,042 47,042 

2,899,276 2,874,001 
238,674 185,725 

(2,585,755) (2,536,581) 
(49,641) (53,828) 
549,596 516,359 


$ 5,040,006 


$ 4,994,529 


THE WENDY'S COMPANY AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF OPERATIONS 
(In Thousands Except Per Share Amounts) 


Revenues: 


Franchise royalty revenue and fees ............. 00s eee eee 
Franchise rental income ......... 0.0 cee eee ee eee eee 


Costs and expenses: 


Costobsalés:s2. 2 igswiri seis hada d eRe Ge Sa eek es 
Franchise support and other costs ......... 2.0.00 eee ee ee 
Franchise rental expense ..... 0.0... eee eee eee eee 
Advertising funds expense ....... 0... e ee eee eee 
General and administrative ....... 0... eee eee eee 
Depreciation and amortization. ...... 0.0.0... eee eee 
System optimization gains, Net... 6... ee ee eee 
Reorganization and realignment costs ............000000- 
Impairment of long-lived assets... 6... 0... eee eee 
Other operating income, net 1.2.0... eee eee eee eee 


Operating profit... 6... cece eee eee eee 
Interest expense, Net ..2. sdcce tees sleds eaecess apie piel natn eden dies 
Loss on early extinguishment of debt ...............0.2.2000005 
Investment (loss) income, Net... 6... eee eee ees 
Ochér income; Net 4 a dimceecmeswdase se ead wees hues sated Gees 


Income before income taxes .... 0.0... e ce eee ee eee 
Provision for income taxes .... 0... eee eee eee eee 


INGRINCOME: <3. 6 dc5achau bod SAA etd Aygpal oa te Rieke we 


Net income per share: 


Basi: sovchccaneced So trsce bb deat deh ohxetes ee wba ee aes 


See accompanying notes to consolidated financial statements. 


Year Ended 
January 3, December 29, December 30, 
2021 2019 2018 

$ 722,764 $707,485 $651,577 
444,749 428,999 409,043 
232,648 233,065 203,297 
333,664 339,453 326,019 
1,733,825 1,709,002 1,589,936 
614,907 597,530 548,588 
26,464 43,686 25,203 
125,613 123,929 91,104 
345,360 338,116 321,866 
206,876 200,206 217,489 
132,775 131,693 128,879 
(3,148) (1,283) (463) 
16,030 16,965 9,068 
8,037 6,999 4,697 
(8,397) (11,418) (6,387) 
1,464,517 1,446,423 1,340,044 
269,308 262,579 249,892 
(117,737) (115,971) — (119,618) 
— (8,496) (11,475) 

(225) 25,598 450,736 
1,449 7,771 5,381 
152,795 171,481 574,916 
(34,963) (34,541) (114,801) 

$ 117,832 $136,940 $ 460,115 
$ 53 §$ 60 $ 1.93 
52 58 1.88 
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THE WENDY’S COMPANY AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME 
(In Thousands) 


Year Ended 
January 3, | December 29, | December 30, 
2021 2019 2018 
Net income 2... 0... ccc cece eee ence ee nee een eees $117,832 $136,940 $460,115 
Other comprehensive income (loss), net: 
Foreign currency translation adjustment ...............00 eee eee 4,187 7,845 (16,524) 
Change in unrecognized pension loss: 1.1.2.0... 0.000 cece eee eee 
Unrealized gains arising during the period ................... — — 156 
Income tax provision .. 1... ee eee eee eee eee — — (39) 
Final settlement of pension liability ..................000004 — — 932 
— = 1,049 
Other comprehensive income (loss), net ............00000005 4,187 7,845 (15,475) 
Comprehensive income ......... 0.00 cece eect eee $122,019 $144,785 $444,640 


See accompanying notes to consolidated financial statements. 
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THE WENDY’S COMPANY AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY 
(In Thousands) 


Retained Accumulated 
Additional Earnings Common Other 
Common Paid-In (Accumulated Stock Held in Comprehensive 
Stock Capital Deficit) Treasury Loss Total 
Balance at December 31, 2017 ............ $47,042 $2,885,955  $(163,289) $(2,150,307)  $(46,198) $573,203 
Net income ...... 0... 00. eee e ee eens — — 460,115 — — 460,115 
Other comprehensive loss, net ......... — — a — (15,475) (15,475) 
Cash dividends ...............00005 — — (80,532) a — (80,532) 
Repurchases of common stock, including 
accelerated share repurchase ........ — — — (270,377) —_— (270,377) 
Share-based compensation............ — 17,918 — — — 17,918 
Common stock issued upon exercises of 
stock Options a-cccacaecedess genes — (9,582) — 48,401 — 38,819 
Common stock issued upon vesting of 
restricted shares ........00 eee euee — (9,711) = 4,280 —_— (5,431) 
Cumulative effect of change in 
accounting principle .............. — — (70,210) — — (70,210) 
Per i cind. ae Bate hoads stad eauna sites’ aca 2080 — 116 193 110 — 419 
Balance at December 30, 2018 ............ 47,042 2,884,696 146,277 (2,367,893) (61,673) 648,449 
INGRIMGORIE 4 Mis getetiina sictsaunudsendadeaylecteavecenins — — 136,940 — — 136,940 
Other comprehensive income, net ...... _ _— _ — 7,845 7,845 
Cashidividend) »s.iios¢ goa,smeaug exgna codon sceee — — (96,364) _ — (96,364) 
Repurchases of common stock, including 
accelerated share repurchase ........ — (15,000) — (202,771) — (217,771) 
Share-based compensation............ — 18,676 — _ _ 18,676 
Common stock issued upon exercises of 
SHOCK OPHODS . cen ciwiudis ease cue es — (808) — 28,944 — 28,136 
Common stock issued upon vesting of 
restricted shares ......... 00.0000 — (13,677) — 5,050 — (8,627) 
Cumulative effect of change in 
accounting principle .............. — — (1,105) — —_ (1,105) 
Other 2 coschidtadanhsaeaaiiepideade — 114 (23) 89 — 180 
Balance at December 29, 2019 ............ 47,042 2,874,001 185,725 (2,536,581) (53,828) 516,359 
Net tncOme: «6305 dd. 4 8h eed ses adrian — — 117,832 — — 117,832 
Other comprehensive income, net ...... — — — — 4,187 4,187 
Cash dividends ...........0..00 000s — — (64,866) =_— — (64,866) 
Repurchases of common stock, including 
accelerated share repurchase ........ — 15,000 — (76,095) — (61,095) 
Share-based compensation............ — 18,930 = — — 18,930 
Common stock issued upon exercises of 
Stock OPllODS ixc<4csacaneds een ees — (912) — 24,263 — 23,351 
Common stock issued upon vesting of 
restricted shares ........0 00.0000 — (7,889) — 2,500 — (5,389) 
OTHE ais sens sth seeds bees derare ho ae — 146 (17) 158 _ 287 
Balance at January 3, 2021 ............... $47,042 $2,899,276 $238,674 $(2,585,755)  $(49,641) $549,596 


See accompanying notes to consolidated financial statements. 
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THE WENDY’S COMPANY AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF CASH FLOWS 
(In Thousands) 


Cash flows from operating activities: 

INGtINCOME: ia. c.d na Gane Sia endo d amare dade ada ahes dnewred kaso wadoikes 
Adjustments to reconcile net income to net cash provided by operating activities: 
Depreciation and amortization i. .ccs0ce 00s aee ag nae abe daiwa 
Share-based compensation ...... 0.0.0 c cece eee 
Impairment of long-lived assets... 0... eee 
Deferred income tax 2.0... ccc cece cece cee cette enn enn ne ens 
Non-cash rental expense (income), net ........0 0006 e eee eee eee ee 
Change in operating lease liabilities 2.0... eee eee 
Net receipt (recognition) of deferred vendor incentives ...........0000. 
SYSteMi Optimization: Gains, NEL! es svescesreisia ca ees atorgneee Sees GrerHiscorene sa 
Gain on sale of investments, met 2... .. 0. cece cece eee ene 
Distributions received from TimWen joint venture ..............00008 
Equity in earnings in joint ventures, net ..... 6.6... cece eee 
Long-term debt-related activities, net (see below) .............0.00008 
Other Net SoA nae Garg he a 4andeedciech ase dna pha dnd ene eae Godse ea ties 

Changes in operating assets and liabilities: 
Accounts and notes receivable, net. ......6 00 cece cece eens 
TMVEHTOHES: esse c5d nie shdes antes ott aeg aie ain Fock Bake bck Mand cence dc 
Prepaid expenses and other current assets ............000000 00 
Advertising funds restricted assets and liabilities ................. 
ACCOUNTS Payable: s siscb dd od dibuattce tere oma d ed aa aaa Ndi bedasacdet hed 
Accrued expenses and other current liabilities ................0.. 


Net cash provided by operating activities .............00000. 


Cash flows from investing activities: 
Capitaliexpenditurtes. sce de daw aiwcns cag ech e rao eters ee eae wh 
ACQUISITIONS 3 wich od va Mads deen teaear en eps at eet a Ghe ant dye 
DISpOSItIONS 5 4.0oe sus eteaea ee apse a erauen de Rhee OR OR aha 
Proceeds from sale of investments 1.1.2.0... 0c eee eee eens 
Notes réceivable; fet’ is i.6se4.406-s-ce ea anion teed Saad ea tig eee 
Payments fOr 1vestimen ts” 3. aii xoey wien seve ca aetsaoeanys Wierda Sumiibides eiecansedeees 


Net cash (used in) provided by investing activities ............ 


Cash flows from financing activities: 
Proceeds from long-term debt ....... 0... cece eee eee 
Repayments of long-term debt .... 0.0.0... c cece 
Repayments of finance lease liabilities .. 2.00... eee eee 
Deferred financing COSTS. cs scdtsne sions eh aie k winked, dotpandadin Sethnae de wane vin wn ote 
Repurchases of common stock, including accelerated share repurchase .... 
DiVIdERS:, bx cose chess be Gi ges rp eda pn dieare tsa echo deitcSomnand wlavaae eye eagod la dex anda tes 
Proceeds from stock option exercises 6... eee 
Payments related to tax withholding for share-based compensation ....... 
Contingent consideration payment ........ 0... cece eee eee 


Net cash used in financing activities .... 2.2... eee eee eee 


Net cash provided by (used in) operations before effect of exchange rate changes on 
CASE a. ao: is sikh odode taste Ree ats sacs, anh ahs ata aA Aiea Chae ne aeaae des 


Net increase (decrease) in cash, cash equivalents and restricted cash .........000.. 
Cash, cash equivalents and restricted cash at beginning of period ................ 


Cash, cash equivalents and restricted cash at end of period ...............000055 
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Year Ended 
January 3, December 29, December 30, 
2021 2019 2018 
$ 117,832 $ 136,940 $ 460,115 
132,775 131,693 128,879 
18,930 18,676 17,918 
8,037 6,999 4,697 
10,266 837 (6,568) 
28,937 28,202 (17,043) 
(40,905) (41,911) — 
2,495 (501) 139 
(3,148) (1,283) (463) 
— (24,496) (450,000) 
8,376 13,400 13,390 
(6,096) (8,673) (8,076) 
6,723 15,317 18,673 
(6,438) (4,838) 5,178 
(16,243) 16,935 13,226 
(841) (163) (434) 
(8,780) (1,569) 6,824 
49,052 (2,720) 13,955 
1,620 1,054 (145) 
(18,231) 5,034 23,963 
284,361 288,933 224,228 
(68,969) (74,453) (69,857) 
(4,879) (5,052) (21,401) 
6,091 3,448 3,223 
169 24,496 450,000 
(662) (3,370) 959 
= = (13) 
(68,250) (54,931) 362,911 
153,315 850,000 934,837 
(191,462) (899,800) (894,501) 
(8,383) (6,835) (5,571) 
(2,122) (14,008) (17,340) 
(62,173) (217,797) (269,809) 
(64,866) (96,364) (80,532) 
23,361 28,328 45,228 
(5,577) (8,820) (11,805) 
— — (6,269) 
(157,907) (365,296) (305,762) 
58,204 (131,294) 281,377 
1,330 3,489 (7,689) 
59,534 (127,805) 273,688 
358,707 486,512 212,824 
$418,241 $358,707 — $ 486,512 


THE WENDY’S COMPANY AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF CASH FLOWS—CONTINUED 
(In Thousands) 


Detail of cash flows from operating activities: 
Long-term debt-related activities, net: 

Loss on early extinguishment of debt ..................00005 

Accretion of long-term debt .. 0.0... 0.0.0 

Amortization of deferred financing costs 


Supplemental cash flow information: 
Cash paid for: 


Interest 


Supplemental non-cash investing and financing activities: 
Capital expenditures included in accounts payable ................. 
Finance leases v.ccutadiec tt do dectte dite ches oe sales 


Reconciliation of cash, cash equivalents and restricted cash at end of period: 


Cash and cash equivalents 
Restricted cash iice oc 2 deka cedant ted eee dad cane nee acne 


Year Ended 
January 3, | December 29, December 30, 
2021 2019 2018 
$ — $ 8496 $ 11,475 
1,161 1,272 1,255 
5,562 5,549 5,943 
$ 6,723 $ 15,317 $ 18,673 
$136,228 $138,270 $137,607 
16,202 34,798 102,827 
$ 3,673 $ 6,026 $ 6,460 
34,918 50,061 6,569 
January 3, | December 29, December 30, 
2021 2019 2018 
$306,989 $300,195 $431,405 
33,973 34,539 29,860 
77,279 23,973 25,247 
$418,241 $358,707 $486,512 


See accompanying notes to consolidated financial statements. 
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THE WENDY’S COMPANY AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


(In Thousands Except Per Share Amounts) 


(1) Summary of Significant Accounting Policies 
Corporate Structure 


The Wendy’s Company (“The Wendy’s Company” and, together with its subsidiaries, the “Company,” “we,” 
“us,” or “our”) is the parent company of its 100% owned subsidiary holding company, Wendy’s Restaurants, LLC 
(“Wendy’s Restaurants”). Wendy’s Restaurants is the parent company of Wendy’s International, LLC and its 
subsidiaries (“Wendy’s”). Wendy’s franchises and operates Wendy’s quick-service restaurants specializing in 
hamburger sandwiches throughout the United States of America (“U.S.”) and also franchises Wendy’s quick-service 
restaurants in 30 foreign countries and U.S. territories. At January 3, 2021, Wendy’s operated and franchised 361 and 
6,467 restaurants, respectively. 


The Company manages and internally reports its business in the following segments: (1) Wendy’s U.S., 
(2) Wendy’s International and (3) Global Real Estate & Development. See Note 26 for further information. 


Principles of Consolidation 


The accompanying consolidated financial statements have been prepared in accordance with accounting 
principles generally accepted in the United States of America (“GAAP”) and include all of the Company’s 
subsidiaries. We also consider for consolidation entities in which we have certain interests, where the controlling 
financial interest may be achieved through arrangements that do not involve voting interests. Such an entity, known 
as a variable interest entity (“VIE”), is required to be consolidated by its primary beneficiary. The primary beneficiary 
is the entity that possesses the power to direct the activities of the VIE that most significantly impact its economic 
performance and has the obligation to absorb losses or the right to receive benefits from the VIE that are significant to 
it. The principal entities in which we possess a variable interest include the Company’s national advertising funds for 
the U.S. and Canada (the “Advertising Funds”). All intercompany balances and transactions have been eliminated in 
consolidation. 


The preparation of consolidated financial statements in conformity with GAAP requires management to make 
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets 
and liabilities at the date of the consolidated financial statements and the reported amount of revenues and expenses 
during the reporting period. Actual results could differ materially from those estimates. 


On March 11, 2020, the World Health Organization declared the novel strain of coronavirus (““COVID-19”) a 
global pandemic and recommended containment and mitigation measures worldwide. We continue to monitor the 
dynamic nature of the COVID-19 pandemic on our business, results and financial condition; however, we cannot 
predict the ultimate duration, scope or severity of the COVID-19 pandemic or its ultimate impact on our results of 
operations, financial condition and prospects. 


Reclassifications 


Certain reclassifications have been made to the prior year presentation to conform to the current year 
presentation. 


Fiscal Year 


The Company’s fiscal reporting periods consist of 52 or 53 weeks ending on the Sunday closest to 
December 31 and are referred to herein as (1) “the year ended January 3, 2021” or “2020,” which consisted of 53 
weeks, (2) “the year ended December 29, 2019” or “2019,” which consisted of 52 weeks, and (3) “the year ended 
December 30, 2018” or “2018,” which consisted of 52 weeks. All references to years, quarters and months relate to 
fiscal periods rather than calendar periods. 
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Cash and Cash Equivalents 


All highly liquid investments with a maturity of three months or less when acquired are considered cash 
equivalents. The Company’s cash and cash equivalents principally consist of cash in bank and money market mutual 
fund accounts and are primarily not in Federal Deposit Insurance Corporation insured accounts. 


We believe that our vulnerability to risk concentrations in our cash equivalents is mitigated by (1) our policies 
restricting the eligibility, credit quality and concentration limits for our placements in cash equivalents and 
(2) insurance from the Securities Investor Protection Corporation of up to $500 per account, as well as supplemental 
private insurance coverage maintained by substantially all of our brokerage firms, to the extent our cash equivalents 
are held in brokerage accounts. 


Restricted Cash 


In accordance with the Company’s securitized financing facility, certain cash accounts have been established 
with the trustee for the benefit of the trustee and the noteholders and are restricted in their use. Such restricted cash 
primarily represents cash collections and cash reserves held by the trustee to be used for payments of principal, interest 
and commitment fees required for the Company’s senior secured notes. Restricted cash also includes cash collected by 
the Advertising Funds, usage of which is restricted for advertising activities and is included in “Advertising funds 
restricted assets.” Refer to Note 7 for further information. 


Accounts and Notes Receivable, Net 


Accounts and notes receivable, net, consist primarily of royalties, rents, property taxes and franchise fees due 
principally from franchisees, credit card receivables, insurance receivables and refundable income taxes. Reserve 
estimates include consideration of the likelihood of default expected over the estimated life of the receivable. The 
Company periodically assesses the need for an allowance for doubtful accounts on its receivables based upon several 
key credit quality indicators such as outstanding past due balances, the financial strength of the obligor, the estimated 
fair value of any underlying collateral and agreement characteristics. 


We believe that our vulnerability to risk concentrations in our receivables is mitigated by (1) favorable historical 
collectability on past due balances, (2) recourse to the underlying collateral regarding sales-type and direct financing 
lease receivables, and (3) our expectations for fluctuations in general market conditions. Receivables are considered 
delinquent once they are contractually past due under the terms of the underlying agreements. As of January 3, 2021, 
there were no material receivables more than one year past due. 


Inventories 


The Company’s inventories are stated at the lower of cost or net realizable value, with cost determined in 
accordance with the first-in, first-out method and consist primarily of restaurant food items and paper supplies. 


Properties and Depreciation and Amortization 


Properties are stated at cost, including capitalized internal costs of employees to the extent such employees are 
dedicated to specific restaurant construction projects, less accumulated depreciation and amortization. Depreciation 
and amortization of properties is computed principally on the straight-line basis using the following estimated useful 
lives of the related major classes of properties: 3 to 20 years for office and restaurant equipment (including 
technology), 3 to 15 years for transportation equipment and 7 to 30 years for buildings and improvements. When the 
Company commits to a plan to cease using certain properties before the end of their estimated useful lives, 
depreciation expense is accelerated to reflect the use of the assets over their shortened useful lives. Leasehold 
improvements are amortized over the shorter of their estimated useful lives or the terms of the respective leases, 
including periods covered by renewal options that the Company is reasonably assured of exercising. 
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The Company reviews properties for impairment whenever events or changes in circumstances indicate that the 
carrying amount of an asset group may not be recoverable. If such review indicates an asset group may not be 
recoverable, an impairment loss is recognized for the excess of the carrying amount over the fair value of an asset 
group to be held and used or over the fair value less cost to sell of an asset to be disposed. See “Impairment of Long- 
Lived Assets” below for further information. 


The Company classifies assets as held for sale and ceases depreciation of the assets when there is a plan for 
disposal of the assets and those assets meet the held for sale criteria. Assets held for sale are included in “Prepaid 
expenses and other current assets” in the consolidated balance sheets. 


Goodwill 


Goodwill, representing the excess of the cost of an acquired entity over the fair value of the acquired net assets, 
is not amortized. Goodwill associated with our Company-operated restaurants is reduced as a result of restaurant 
dispositions based on the relative fair values and is included in the carrying value of the restaurant in determining the 
gain or loss on disposal. If a Company-operated restaurant is sold within two years of being acquired from a 
franchisee, the goodwill associated with the acquisition is written off in its entirety. Goodwill has been assigned. to 
reporting units for purposes of impairment testing. The Company tests goodwill for impairment annually during the 
fourth quarter, or more frequently if events or changes in circumstances indicate that the asset may be impaired. Our 
annual impairment test of goodwill may be completed through a qualitative assessment to determine if the fair value 
of the reporting unit is more likely than not greater than the carrying amount. If we elect to bypass the qualitative 
assessment for any reporting units, or if a qualitative assessment indicates it is more likely than not that the estimated 
carrying value of a reporting unit exceeds its fair value, we perform a quantitative goodwill impairment test. Under the 
quantitative test, the fair value of the reporting unit is compared with its carrying value (including goodwill). If the 
carrying value of the reporting unit exceeds its fair value, an impairment loss is recognized in an amount equal to that 
excess, limited to the total amount of goodwill allocated to that reporting unit. Our critical estimates in this 
impairment test include future sales growth, operating profit, income tax rates, terminal value growth rates, capital 
expenditures and the weighted average cost of capital (discount rate). 


Our fair value estimates are subject to change as a result of many factors including, among others, any changes 
in our business plans, changing economic conditions and the competitive environment. Should actual cash flows and 
our future estimates vary adversely from those estimates we use, we may be required to recognize goodwill impairment 
charges in future years. 


Impairment of Long-Lived Assets 


Our long-lived assets include (1) properties and related definite-lived intangible assets (e.g., favorable leases) 
that are leased and/or subleased to franchisees, (2) Company-operated restaurant assets and related definite-lived 
intangible assets, which include reacquired rights under franchise agreements, and (3) finance and operating lease 
assets. 


We review our long-lived assets for impairment whenever events or changes in circumstances indicate that the 
carrying amount of an asset may not be recoverable. We assess the recoverability of our long-lived assets by comparing 
the carrying amount of the asset group to future undiscounted net cash flows expected to be generated through leases 
and/or subleases or by our individual Company-operated restaurants. If the carrying amount of the long-lived asset 
group is not recoverable on an undiscounted cash flow basis, then impairment is recognized to the extent that the 
carrying amount exceeds its fair value and is included in “Impairment of long-lived assets.” Our critical estimates in 
this review process include the anticipated future cash flows from leases and/or subleases or individual Company- 
operated restaurants, which is used in assessing the recoverability of the respective long-lived assets. 


Our fair value estimates are subject to change as a result of many factors including, among others, any changes 
in our business plans, changing economic conditions and the competitive environment. Should actual cash flows and 
our future estimates vary adversely from those estimates we used, we may be required to recognize additional 
impairment charges in future years. 
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Other Intangible Assets 


Definite-lived intangible assets are amortized on a straight-line basis using the following estimated useful lives of 
the related classes of intangibles: for favorable leases, the terms of the respective leases, including periods covered by 
renewal options that the Company as lessor is reasonably certain the tenant will exercise; 1 to 5 years for computer 
software; 4 to 20 years for reacquired rights under franchise agreements; and 20 years for franchise agreements. 
Trademarks have an indefinite life and are not amortized. 


The Company reviews definite-lived intangible assets for impairment whenever events or changes in 
circumstances indicate that the carrying amount of the intangible asset may not be recoverable. Indefinite-lived 
intangible assets are tested for impairment at least annually, or more frequently if events or changes in circumstances 
indicate that the assets may be impaired. Our annual impairment test for indefinite-lived intangible assets may be 
completed through a qualitative assessment to determine if the fair value of the indefinite-lived intangible assets is 
more likely than not greater than the carrying amount. If we elect to bypass the qualitative assessment, or if a 
qualitative assessment indicates it is more likely than not that the estimated carrying value exceeds the fair value, we 
test for impairment using a quantitative process. If the Company determines that impairment of its intangible assets 
may exist, the amount of impairment loss is measured as the excess of carrying value over fair value. Our estimates in 
the determination of the fair value of indefinite-lived intangible assets include the anticipated future revenues of 
Company-operated and franchised restaurants and the resulting cash flows. 


Investments 


The Company has a 50% share in a partnership in a Canadian restaurant real estate joint venture (“Tim Wen”) 
with a subsidiary of Restaurant Brands International Inc., a quick-service restaurant company that owns the Tim 
Hortons® brand (Tim Hortons is a registered trademark of Tim Hortons USA Inc.). In addition, the Company has a 
20% share in a joint venture in Brazil (the “Brazil JV”). The Company has significant influence over these investees. 
Such investments are accounted for using the equity method, under which our results of operations include our share 
of the income (loss) of the investees in “Other operating income, net.” Other investments in equity securities, 
including investments in limited partnerships, in which the Company does not have significant influence, and for 
which there is not a readily determinable fair value, are recorded at cost, less any impairment, plus or minus changes 
resulting from observable price changes in orderly transactions for an identical or similar investment of the same 
issuer. Realized gains and losses are reported as income or loss in the period in which the securities are sold or 
otherwise disposed. Cash distributions and dividends received that are determined to be returns of capital are recorded 
as a reduction of the carrying value of our investments and returns on our investments are recorded to “Investment 
(loss) income, net.” 


The difference between the carrying value of our TimWen equity investment and the underlying equity in the 
historical net assets of the investee is accounted for as if the investee were a consolidated subsidiary. Accordingly, the 
carrying value difference is amortized over the estimated lives of the assets of the investee to which such difference 
would have been allocated if the equity investment were a consolidated subsidiary. To the extent the carrying value 
difference represents goodwill, it is not amortized. 


Share-Based Compensation 


The Company has granted share-based compensation awards to certain employees under several equity plans 
(the “Equity Plans”). The Company measures the cost of employee services received in exchange for an equity award, 
which include grants of employee stock options and restricted shares, based on the fair value of the award at the date 
of grant. Share-based compensation expense is recognized net of estimated forfeitures, determined based on historical 
experience. The Company recognizes share-based compensation expense over the requisite service period unless the 
awards are subject to performance conditions, in which case we recognize compensation expense over the requisite 
service period to the extent performance conditions are considered probable. The Company determines the grant date 
fair value of stock options using a Black-Scholes-Merton option pricing model (the “Black-Scholes Model”). The 
grant date fair value of restricted share awards (“RSAs”), restricted share units (“RSUs”) and performance-based 
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awards are determined using the fair market value of the Company’s common stock on the date of grant, as set forth 
in the applicable plan document, unless the awards are subject to market conditions, in which case we use a Monte 
Carlo simulation model. The Monte Carlo simulation model utilizes multiple input variables to estimate the 
probability that market conditions will be achieved. 


Foreign Currency Translation 


The Company’s primary foreign operations are in Canada where the functional currency is the Canadian dollar. 
Financial statements of foreign subsidiaries are prepared in their functional currency and then translated into U.S. 
dollars. Assets and liabilities are translated at the exchange rate as of the balance sheet date and revenues, costs and 
expenses are translated at a monthly average exchange rate. Net gains or losses resulting from the translation are 
recorded to the “Foreign currency translation adjustment” component of “Accumulated other comprehensive loss.” 
Gains and losses arising from the impact of foreign currency exchange rate fluctuations on transactions in foreign 
currency are included in “General and administrative.” 


Income Taxes 


The Company accounts for income taxes under the asset and liability method. A deferred tax asset or liability is 
recognized whenever there are (1) future tax effects from temporary differences between the financial statement 
carrying amounts of existing assets and liabilities and their respective tax bases and (2) operating loss, capital loss and 
tax credit carryforwards. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to 
the years in which those differences are expected to be recovered or settled. 


Deferred tax assets are recognized to the extent the Company believes these assets will more likely than not be 
realized. In evaluating the realizability of deferred tax assets, the Company considers all available positive and negative 
evidence, including the interaction and the timing of future reversals of existing temporary differences, projected 
future taxable income, recent operating results and tax-planning strategies. When considered necessary, a valuation 
allowance is recorded to reduce the carrying amount of the deferred tax assets to their anticipated realizable value. 


The Company records uncertain tax positions on the basis of a two-step process whereby we first determine if it 
is more likely than not that a tax position will be sustained upon examination, including resolution of any related 
appeals or litigation processes, based on the technical merits of the position. A tax position that meets the more-likely- 
than-not recognition threshold is then measured for purposes of financial statement recognition as the largest amount 
of benefit that is greater than 50% likely of being realized upon being effectively settled. 


Interest accrued for uncertain tax positions is charged to “Interest expense, net.” Penalties accrued for uncertain 
tax positions are charged to “General and administrative.” 


Restaurant Acquisitions and Dispositions 


The Company accounts for the acquisition of restaurants from franchisees using the acquisition method of 
accounting for business combinations. The acquisition method of accounting involves the allocation of the purchase 
price to the estimated fair values of the assets acquired and liabilities assumed. This allocation process requires the use 
of estimates and assumptions to derive fair values and to complete the allocation. The excess of the purchase price 
over the fair values of the assets acquired and liabilities assumed represents goodwill derived from the acquisition. See 
“Goodwill” above for further information. 


In connection with the sale of Company-operated restaurants to franchisees, the Company typically enters into 
several agreements, in addition to an asset purchase agreement, with franchisees including franchise, development, 
relationship and lease agreements. The Company typically sells restaurants’ cash, inventory and equipment and retains 
ownership or the leasehold interest to the real estate to lease and/or sublease to the franchisee. The Company has 
determined that its restaurant dispositions usually represent multiple-element arrangements, and as such, the cash 
consideration received is allocated to the separate elements based on their relative selling price. Cash consideration 
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generally includes up-front consideration for the sale of the restaurants, technical assistance fees and development fees 
and future cash consideration for royalties and lease payments. The Company considers the future lease payments in 
allocating the initial cash consideration received. The Company obtains third-party evidence to estimate the relative 
selling price of the stated rent under the lease and/or sublease agreements which is primarily based upon comparable 
market rents. Based on the Company’s review of the third-party evidence, the Company records favorable or 
unfavorable lease assets/liabilities with a corresponding offset to the gain or loss on the sale of the restaurants. The 
cash consideration per restaurant for technical assistance fees and development fees is consistent with the amounts 
stated in the related franchise agreements which are charged for separate standalone arrangements. The Company 
recognizes the technical assistance and development fees over the contractual term of the franchise agreements. Future 
royalty income is also recognized in revenue as earned. See “Revenue Recognition” below for further information. 


Revenue Recognition 


“Sales” includes revenues recognized upon delivery of food to the customer at Company-operated restaurants. 
“Sales” excludes taxes collected from the Company’s customers. Revenue is recognized when the food is purchased by 
the customer, which is when our performance obligation is satisfied. “Sales” also includes income for gift cards. Gift 
card payments are recorded as deferred income when received and are recognized as revenue upon redemption. 


“Franchise royalty revenue and fees” includes royalties, new build technical assistance fees, renewal fees, 
franchisee-to- franchisee restaurant transfer (“Franchise Flip”) technical assistance fees, Franchise Flip advisory fees 
and development fees. Royalties from franchised restaurants are based on a percentage of sales of the franchised 
restaurant and are recognized as earned. New build technical assistance fees, renewal fees and Franchise Flip technical 
assistance fees are recorded as deferred revenue when received and recognized as revenue over the contractual term of 
the franchise agreements, once the restaurant has opened. Development fees are deferred when received, allocated to 
each agreed upon restaurant, and recognized as revenue over the contractual term of each respective franchise 
agreement, once the restaurant has opened. These franchise fees are considered highly dependent upon and 
interrelated with the franchise right granted in the franchise agreement. Franchise Flip advisory fees include valuation 
services and fees for selecting pre-approved buyers for Franchise Flips. Franchise Flip advisory fees are paid by the 
seller and are recognized as revenue at closing of the Franchise Flip transaction. 


“Franchise rental income” includes rental income from properties owned and leased by the Company and 
leased or subleased to franchisees. Rental income is recognized on a straight-line basis over the respective operating 
lease terms. Favorable and unfavorable lease amounts related to the leased and/or subleased properties are amortized 
to rental income on a straight-line basis over the remaining term of the leases. 


“Advertising funds revenue” includes contributions to the Advertising Funds by franchisees. Revenue related to 
these contributions is based on a percentage of sales of the franchised restaurants and is recognized as earned. 


Cost of Sales 


Cost of sales includes food and paper, restaurant labor and occupancy, advertising and other operating costs 
relating to Company-operated restaurants. Cost of sales excludes depreciation and amortization expense. 


Vendor Incentives 


The Company receives incentives from certain vendors. These incentives are recognized as earned and are 
classified as a reduction of “Cost of sales.” 


Advertising Costs 


Advertising costs are expensed as incurred and are included in “Cost of sales” and “Advertising funds expense.” 
Production costs of advertising are expensed when the advertisement is first released. 
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Franchise Support and Other Costs 


The Company incurs costs to provide direct support services to our franchisees, as well as certain other direct 
and incremental costs to the Company’s franchise operations. These costs primarily relate to franchise development 
services, facilitating Franchise Flips and information technology services, which are charged to “Franchise support and 
other costs,” as incurred. 


Self-Insurance 


The Company is self-insured for most workers’ compensation losses and health care claims and purchases 
insurance for general liability and automotive liability losses, all subject to a $500 per occurrence retention or 
deductible limit. The Company provides for their estimated cost to settle both known claims and claims incurred but 
not yet reported. Liabilities associated with these claims are estimated, in part, by considering the frequency and 
severity of historical claims, both specific to us, as well as industry-wide loss experience and other actuarial 
assumptions. We determine our insurance obligations with the assistance of actuarial firms. Since there are many 
estimates and assumptions involved in recording insurance liabilities and in the case of workers’ compensation a 
significant period of time elapses before the ultimate resolution of claims, differences between actual future events and 
prior estimates and assumptions could result in adjustments to these liabilities. 


Leases 
Determination of Whether a Contract Contains a Lease 


The Company evaluates the contracts it enters into to determine whether such contracts contain leases. A 
contract contains a lease if the contract conveys the right to control the use of identified property, plant or equipment 
for a period of time in exchange for consideration. At commencement, contracts containing a lease are further 
evaluated for classification as an operating or finance lease where the Company is a lessee, or as an operating, sales- 
type or direct financing lease where the Company is a lessor, based on their terms. 


ROU Model and Determination of Lease Term 


The Company uses the right-of-use (“ROU”) model to account for leases where the Company is the lessee, 
which requires an entity to recognize a lease liability and ROU asset on the lease commencement date. A lease liability 
is measured equal to the present value of the remaining lease payments over the lease term and is discounted using the 
incremental borrowing rate, as the rate implicit in the Company’s leases is not readily determinable. The incremental 
borrowing rate is the rate of interest that the Company would have to pay to borrow, on a collateralized basis over a 
similar term, an amount equal to the lease payments in a similar economic environment. Lease payments include 
payments made before the commencement date and any residual value guarantees, if applicable. The initial ROU 
asset consists of the initial measurement of the lease liability, adjusted for any favorable or unfavorable terms for leases 
acquired from franchisees, as well as payments made before the commencement date, initial direct costs and lease 
incentives earned. When determining the lease term, the Company includes option periods that it is reasonably 
certain to exercise as failure to renew the lease would impose a significant economic detriment. For properties used for 
Company-operated restaurants, the primary economic detriment relates to the existence of unamortized leasehold 
improvements which might be impaired if we choose not to exercise the available renewal options. The lease term for 
properties leased or subleased to franchisees is determined based upon the economic detriment to the franchisee and 
includes consideration of the length of the franchise agreement, historical performance of the restaurant and the 
existence of bargain renewal options. Lease terms for real estate are generally initially between 15 and 20 years and, in 
most cases, provide for rent escalations and renewal options. 


Operating Leases 


For operating leases, minimum lease payments or receipts, including minimum scheduled rent increases, are 
recognized as rent expense where the Company is a lessee, or income where the Company is a lessor, as applicable, on 
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a straight-line basis (“Straight-Line Rent”) over the applicable lease terms. There is a period under certain lease 
agreements referred to as a rent holiday (“Rent Holiday”) that generally begins on the possession date and ends on the 
rent commencement date. During a Rent Holiday, no cash rent payments are typically due under the terms of the 
lease; however, expense is recorded for that period on a straight-line basis. The excess of the Straight-Line Rent over 
the minimum rents paid is included in the ROU asset where the Company is a lessee. The excess of the Straight-Line 
Rent over the minimum rents received is recorded as a deferred lease asset and is included in “Other assets” where the 
Company is a lessor. Certain leases contain provisions, referred to as contingent rent (“Contingent Rent”), that 
require additional rental payments based upon restaurant sales volume. Contingent Rent is recognized each period as 
the liability is incurred or the asset is earned. 


Lease cost for operating leases includes the amortization of the ROU asset and interest expense related to the 
operating lease liability. Variable lease cost for operating leases includes Contingent Rent and payments for executory 
costs such as real estate taxes, insurance and common area maintenance, which are excluded from the measurement of 
the lease liability. Short-term lease cost for operating leases includes rental expense for leases with a term of less than 
12 months. Lease costs are recorded in the consolidated statements of operations based on the nature of the 
underlying lease as follows: (1) rental expense related to leases for Company-operated restaurants is recorded to “Cost 
of sales,” (2) rental expense for leased properties that are subsequently subleased to franchisees is recorded to 
“Franchise rental expense” and (3) rental expense related to leases for corporate offices and equipment is recorded to 
“General and administrative.” 


Favorable and unfavorable lease amounts for operating leases where the Company is the lessor are recorded as 
components of “Other intangible assets” and “Other liabilities,” respectively. Favorable and unfavorable lease amounts 
are amortized on a straight-line basis over the term of the leases. When the expected term of a lease is determined to 
be shorter than the original amortization period, the favorable or unfavorable lease balance associated with the lease is 
adjusted to reflect the revised lease term. 


Rental income and favorable and unfavorable lease amortization for operating leases on properties leased or 
subleased to franchisees is recorded to “Franchise rental income.” Lessees’ variable payments to the Company for 
executory costs under operating leases are recognized on a gross basis as “Franchise rental income” with a 
corresponding expense recorded to “Franchise rental expense.” 


Finance Leases 


Lease cost for finance leases where the Company is the lessee includes the amortization of the ROU asset, which 
is amortized on a straight-line basis and recorded to “Depreciation and amortization,” and interest expense on the 
finance lease liability, which is calculated using the interest method and recorded to “Interest expense, net.” Finance 
lease ROU assets are amortized over the shorter of their estimated useful lives or the terms of the respective leases, 
including periods covered by renewal options that the Company is reasonably certain of exercising. 


Sales-Type and Direct Financing Leases 


For sales-type and direct financing leases where the Company is the lessor, the Company records its investment 
in properties leased to franchisees on a net basis, which is comprised of the present value of the lease payments not yet 
received and the present value of the guaranteed and unguaranteed residual assets. The current and long-term 
portions of our net investment in sales-type and direct financing leases are included in “Accounts and notes receivable, 
net” and “Net investment in sales-type and direct financing leases,” respectively. Unearned income is recognized as 
interest income over the lease term and is included in “Interest expense, net.” Sales-type leases result in the 
recognition of gain or loss at the commencement of the lease, which is recorded to “Other operating income, net.” 
The gain or loss recognized upon commencement of the lease is directly affected by the Company’s estimate of the 
amount to be derived from the guaranteed and unguaranteed residual assets at the end of the lease term. The 
Company’s main component of this estimate is the expected fair value of the underlying assets, primarily the fair value 
of land. Lessees’ variable payments to the Company for executory costs under sales-type and direct financing leases are 
recognized on a gross basis as “Franchise rental income” with a corresponding expense recorded to “Franchise rental 
expense.” 
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Significant Assumptions and Judgments 


Management makes certain estimates and assumptions regarding each new lease and sublease agreement, 
renewal and amendment, including, but not limited to, property values, market rents, property lives, discount rates 
and probable term, all of which can impact (1) the classification and accounting for a lease or sublease as operating or 
finance, including sales-type and direct financing, (2) the Rent Holiday and escalations in payment that are taken into 
consideration when calculating Straight-Line Rent, (3) the term over which leasehold improvements for each 
restaurant are amortized and (4) the values and lives of adjustments to the initial ROU asset where the Company is 
the lessee, or favorable and unfavorable leases where the Company is the lessor. The amount of depreciation and 
amortization, interest and rent expense and income reported would vary if different estimates and assumptions were 
used. 


Concentration of Risk 


Wendy’s had no customers which accounted for 10% or more of consolidated revenues in 2020, 2019 or 2018. 
As of January 3, 2021, Wendy’s had one main in-line distributor of food, packaging and beverage products, excluding 
breads, that serviced approximately 67% of Wendy’s restaurants in the U.S. and four additional in-line distributors 
that, in the aggregate, serviced approximately 32% of Wendy’s restaurants in the U.S. We believe that our 
vulnerability to risk concentrations related to significant vendors and sources of our raw materials is mitigated as we 
believe that there are other vendors who would be able to service our requirements. However, if a disruption of service 
from any of our main in-line distributors was to occur, we could experience short-term increases in our costs while 
distribution channels were adjusted. 


Wendy’s restaurants are principally located throughout the U.S. and to a lesser extent, in 30 foreign countries 
and U.S. territories with the largest number in Canada. Wendy’s U.S. restaurants are located in 50 states and the 
District of Columbia, with the largest number in Florida, Texas, Ohio, Georgia, California, North Carolina, 
Pennsylvania and Michigan. Because our restaurant operations are generally located throughout the U.S. and to a 
much lesser extent, Canada and other foreign countries and U.S. territories, we believe the risk of geographic 
concentration is not significant. We could be adversely affected by changing consumer preferences resulting from 
concerns over nutritional or safety aspects of beef, chicken, french fries or other products we sell or the effects of food 
safety events or disease outbreaks. Our exposure to foreign exchange risk is primarily related to fluctuations in the 
Canadian dollar relative to the U.S. dollar for our Canadian operations. However, our exposure to Canadian dollar 
foreign currency risk is mitigated by the fact that there are no Company-operated restaurants in Canada and less than 
10% of Wendy’s franchised restaurants are in Canada. 


The Company is subject to credit risk through its accounts receivable consisting primarily of amounts due from 
franchisees for royalties, franchise fees and rent. In addition, we have notes receivable from certain of our franchisees. 
The financial condition of these franchisees is largely dependent upon the underlying business trends of the Wendy’s 
brand and market conditions within the quick-service restaurant industry. This concentration of credit risk is 
mitigated, in part, by the number of franchisees and the short-term nature of the franchise receivables. 


New Accounting Standards Adopted 
Income Taxes 


In December 2019, the Financial Accounting Standards Board (“FASB”) issued new guidance to simplify the 
accounting for income taxes by removing certain exceptions to the general principles and the simplification of areas 
such as franchise taxes, transactions that result in a step-up in the tax basis of goodwill, separate entity financial 
statements and interim recognition of enactment of tax laws or tax rate changes. The Company early adopted this 
amendment during the first quarter of 2020. The adoption of this guidance did not have a material impact on our 
consolidated financial statements. 
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Fair Value Measurement 


In August 2018, the FASB issued new guidance on disclosure requirements for fair value measurements. The 
objective of the new guidance is to provide additional information about assets and liabilities measured at fair value in 
the statement of financial position or disclosed in the notes to financial statements. New incremental disclosure 
requirements include the amount of fair value hierarchy level 3 changes in unrealized gains and losses and the range 
and weighted average used to develop significant unobservable inputs for level 3 fair value measurements. The 
Company adopted this guidance during the first quarter of 2020. The adoption of this guidance did not have a 


material impact on our consolidated financial statements. 


Goodwill Impairment 


In January 2017, the FASB issued new guidance that simplifies the accounting for goodwill impairment by 
eliminating step two from the goodwill impairment test. The Company adopted this amendment during the first 
quarter of 2020. The adoption of this guidance did not have a material impact on our consolidated financial 
statements. 


Credit Losses 


In June 2016, the FASB issued an amendment that requires the Company to use a current expected credit loss 
model that results in the immediate recognition of an estimate of credit losses that are expected to occur over the life 
of the financial instruments that are within the scope of the guidance, including trade receivables. The Company 
adopted this amendment during the first quarter of 2020. The adoption of this guidance did not have a material 
impact on our consolidated financial statements. 


Leases 


In February 2016, the FASB issued new guidance on leases, which outlines principles for the recognition, 
measurement, presentation and disclosure of leases applicable to both lessors and lessees. The new guidance requires 
lessees to recognize on the balance sheet the assets and liabilities for the rights and obligations created by finance and 
operating leases. The Company adopted the new guidance during the first quarter of 2019 using the effective date as 
the date of initial application; therefore, the comparative periods have not been adjusted and continue to be reported 
under the previous lease guidance. 


The new standard provides a number of optional practical expedients in transition. The Company elected the 
package of practical expedients, which permits us not to reassess under the new standard our prior conclusions about 
lease identification, lease classification and initial direct costs. For those leases that fall under the definition of a short- 
term lease, the Company elected the short-term lease recognition exemption. Under this practical expedient, for those 
leases that qualify, we did not recognize ROU assets or liabilities, which included not recognizing ROU assets or lease 
liabilities for existing short-term leases of those assets in transition. The Company also elected the practical expedient 
for lessees to account for lease components and nonlease components as a single lease component for all underlying 
classes of assets. In addition, the Company elected the practical expedient for lessors to account for lease components 
and nonlease components as a single lease component in instances where the lease component is predominant, the 
timing and pattern of transfer for the lease component and nonlease component are the same and the lease 
component, if accounted for separately, would be classified as an operating lease. The Company did not elect the 
use-of-hindsight practical expedient. 


The standard had a material impact on our consolidated balance sheets and related disclosures. Upon adoption 
at the beginning of 2019, we recognized operating lease liabilities of $1,011,000 based on the present value of the 
remaining minimum rental payments, with corresponding ROU assets of $934,000. The measurement of the 
operating lease ROU assets included, among other items, favorable lease amounts of $23,000 and unfavorable lease 
amounts of $30,000, which were previously included in “Other intangible assets” and “Other liabilities,” respectively, 
as well as the excess of rent expense recognized on a straight-line basis over the minimum rents paid of $67,000, 


77 


THE WENDY’S COMPANY AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—CONTINUED 


(In Thousands Except Per Share Amounts) 


which was previously included in “Other liabilities.” In addition, the standard requires lessors to recognize lessees’ 
payments to the Company for executory costs on a gross basis as revenue with a corresponding expense, which 
resulted in an increase of approximately $38,000 to our 2019 franchise rental income and expense. The Company 
also recognized a decrease to retained earnings of $1,105 as a result of impairing newly recognized ROU assets upon 
transition to the new guidance. The adoption of the guidance did not have a material impact on our consolidated 
statement of cash flows. 


New Accounting Standards 
Financial Instruments 


In August 2020, the FASB issued an amendment that simplifies the accounting for certain financial instruments 
with characteristics of liabilities and equity, including convertible instruments and contracts on an entity’s own 
equity. The amendment simplifies accounting for convertible instruments by removing major separation models 
required under current accounting guidance. In addition, the amendment removes certain settlement conditions that 
are required for equity contracts to qualify for the derivative scope exception, which will permit more equity contracts 
to qualify for the exception, and also simplifies the diluted earnings per share calculation in certain areas. The 
amendment is effective commencing with our 2022 fiscal year. We are currently evaluating the impact of the 
adoption of this guidance on our consolidated financial statements. 


(2) Revenue 
Nature of Goods and Services 


The Company generates revenues from sales at Company-operated restaurants and earns fees and rental income 
from franchised restaurants. Revenues are recognized upon delivery of food to the customer at Company-operated 
restaurants or upon the fulfillment of terms outlined in the franchise agreement for franchised restaurants. The 
franchise agreement provides the franchisee the right to construct, own and operate a Wendy’s restaurant upon a site 
accepted by Wendy’s and to use the Wendy’s system in connection with the operation of the restaurant at that site. 
The franchise agreement generally provides for a 20-year term and a 10-year renewal subject to certain conditions. 
The initial term may be extended up to 25 years and the renewal extended up to 20 years for qualifying restaurants 
under certain new restaurant development and reimaging programs. 


The franchise agreement requires that the franchisee pay a royalty based on a percentage of sales at the 
franchised restaurant, as well as make contributions to the Advertising Funds based on a percentage of sales. Wendy’s 
may offer development incentive programs from time to time that provide for a discount or lesser royalty amount or 
Advertising Fund contribution for a limited period of time. The agreement also typically requires that the franchisee 
pay Wendy’s a technical assistance fee. The technical assistance fee is used to defray some of the costs to Wendy’s for 
training, start-up and transitional services related to new and existing franchisees acquiring restaurants and in the 
development and opening of new restaurants. 


Wendy’s also enters into development agreements with certain franchisees. The development agreement 
generally provides the franchisee with the right to develop a specified number of new Wendy’s restaurants using the 
Image Activation design within a stated, non-exclusive territory for a specified period, subject to the franchisee 
meeting interim new restaurant development requirements. 


Wendy’s owns and leases sites from third parties, which it leases and/or subleases to franchisees. Noncancelable 
lease terms are generally initially between 15 and 20 years and, in most cases, provide for rent escalations and renewal 
options. The initial lease term for properties leased or subleased to franchisees is generally set to be coterminous with 
the initial 20-year term of the related franchise agreement and any renewal term is coterminous with the 10-year 
renewal term of the related franchise agreement. 


Royalties and contributions to the Advertising Funds are generally due within the month subsequent to which 
the revenue was generated through sales at the franchised restaurant. Technical assistance fees and renewal fees are 
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generally due upon execution of the related franchise agreement. Rental income is due in accordance with the terms of 


each lease, which is generally at the beginning of each month. 


Disaggregation of Revenue 


The following tables disaggregate revenue by segment and source for 2020, 2019 and 2018: 


Sales at Company-operated restaurants 


Franchise royalty revenue 


Franchise fees ... 0.0... cc eee eee ee eee 


Sales at Company-operated restaurants 


Franchise royalty revenue 


Franchise fees 1.0... 0.00. e eee eee ee eee 


Sales at Company-operated restaurants 


Franchise royalty revenue 


Franchise fees 1.2... 0.0.0 e eee eee eee ee 


Contract Balances 


2020 
Global Real 
Wendy’s Estate & 
Wendy’s U.S. International Development Total 
$ 722,764 $ — $ — $ 722,764 
373,162 43,346 ao 416,508 
22,126 1,962 4,153 28,241 
— — 232,648 232,648 
313,330 20,334 — 333,664 
$1,431,382 $65,642 $236,801 $1,733,825 
2019 
Global Real 
Wendy’s Estate & 
$ 707,485 $ — $ — $ 707,485 
355,702 44,998 — 400,700 
21,889 2,978 3,432 28,299 
— — 233,065 233,065 
319,231 20,222 — 339,453 
$1,404,307 $68,198 $236,497 $1,709,002 
2018 
Global Real 
Wendy’s Estate & 
Nees Men: Rae: ea 
$ 651,577 $ — $ — $ 651,577 
335,500 42,446 a 377,946 
18,972 5,607 6,518 31,097 
— oa 203,297 203,297 
306,442 19,577 — 326,019 
$1,312,491 $67,630 $209,815 $1,589,936 


The following table provides information about receivables and contract liabilities (deferred franchise fees) from 


contracts with customers: 


January 3, December 29, 

aA aul? i) 
Receivables, which are included in “Accounts and notes receivable, net” (b) ... $57,677 $ 39,188 
Receivables, which are included in “Advertising funds restricted assets” ....... 63,252 54,394 
Deferred franchise fees (Cc)... ccc ccc eee eee ene eens 97,785 100,689 


(a) Excludes funds collected from the sale of gift cards, which are primarily reimbursed to franchisees upon 
redemption at franchised restaurants and do not ultimately result in the recognition of revenue in the 


Company’s consolidated statements of operations. 
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(b) Includes receivables related to “Sales” and “Franchise royalty revenue and fees.” 


(c) Deferred franchise fees are included in “Accrued expenses and other current liabilities” and “Deferred franchise 
fees” and totaled $8,691 and $89,094 as of January 3, 2021, respectively, and $8,899 and $91,790 as of 
December 29, 2019, respectively. 


Significant changes in deferred franchise fees are as follows: 


oan 209,28 
Deferred franchise fees at beginning of period ................ $100,689 $102,205 $102,492 
Revenue recognized during the period ...............000000. (8,955) (9,487) (9,641) 
New deferrals due to cash received and other...............5. 6,051 7,971 9,354 
Deferred franchise fees at end of period ..............000 000. $ 97,785 $100,689 $102,205 


Anticipated Future Recognition of Deferred Franchise Fees 


The following table reflects the estimated franchise fees to be recognized in the future related to performance 
obligations that are unsatisfied at the end of the period: 


Estimate for fiscal year: 


POZA sta eedcteubrcncadeugy gear uataa eeude a tecsnicd ac acGas ace tee racdet ane a ectae eaatataene at a aaa he acteaueresteahe atm $ 8,691 
QD 2s sacspd gina aF eee avy Degree be d E AA a ere ES So RS RA ae Oe 6,140 
DODD ie ard dk sccoeicsnlsaaetoswonara tone ka tea cede de Acuna loa tans vausistc temnasie setae eiteras eatte det dale sraeecteeeseacand 5,968 
QV QA sheisccs Be tc Site suit dren) Gicrabesh He Dae hb Ss tanec dina Sotaynd dh ah eo tha he Ae ees tele See Eat as odhdod aD dea 5,770 
QDs jase Seas ce ac pee boueaiacatig a. Sod eter acscev accor a agg dapasta uns atest east eco ote aadguae a ac danspee asa ata 5,581 
Thereafter 222465 odicargti 65-1300 tedden eda nbeodadarediiecatendecbhetecedddedvnd 65,635 

$97,785 


(3) System Optimization Gains, Net 


The Company’s system optimization initiative included a shift from Company-operated restaurants to 
franchised restaurants over time, through acquisitions and dispositions, as well as facilitating Franchise Flips. As of 
January 1, 2017, the Company completed its plan to reduce its ongoing Company-operated restaurant ownership to 
approximately 5% of the total system. While the Company has no plans to reduce its ownership below the 
approximately 5% level, the Company expects to continue to optimize the Wendy’s system through Franchise Flips, 
as well as evaluating strategic acquisitions of franchised restaurants and strategic dispositions of Company-operated 
restaurants to existing and new franchisees, to further strengthen the franchisee base, drive new restaurant 
development and accelerate reimages. During 2020, 2019 and 2018, the Company facilitated 54, 37 and 96 
Franchise Flips, respectively. Additionally, during 2020 and 2018, the Company completed the sale of one and three 
Company-operated restaurants to franchisees, respectively. No Company-operated restaurants were sold to franchisees 
during 2019. The Company expects to sell 43 Company-operated restaurants in New York to franchisees in the 
second quarter of 2021. 


Gains and losses recognized on dispositions are recorded to “System optimization gains, net” in our 
consolidated statements of operations. Costs related to acquisitions and dispositions under our system optimization 
initiative are recorded to “Reorganization and realignment costs,” which are further described in Note 5. All other 
costs incurred related to facilitating Franchise Flips are recorded to “Franchise support and other costs.” 
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The following is a summary of the disposition activity recorded as a result of our system optimization initiative: 


Year Ended 
ma —2019——« 
Number of restaurants sold to franchisees... 0.0.0.0... cece cece aes 1 — 3 
Proceeds from sales of restaurants... 0.0.0. cece eee ee $ 50 $ — _ ~ $1,436 
Netiassets Sold (a) 23 satnna tut dich die edad adiond Mintle wa dies (34) — (1,370) 
Goodwill related to sales of restaurants ....... 00.0 cece eee eee ee — — (208) 
Net favorable leases 2.0... ccc cc eect een eens — — 220 
OEIC R fa feast ecg Ae ee Rae as tes een aiteear sees eeetnaceades ae eeee acavenaae — — 11 
16 — 89 

Post-closing adjustments on sales of restaurants (b) ..............04. 362 1,087 445 

Gain on sales of restaurants, net... 0.0... cee eee 378 1,087 534 

Gain (loss) on sales of other assets, net (Cc) ...... 0.0 cece ee eee 2,770 196 (71) 

System optimization gains, net ........ 0.00. c eee eee eee $3,148 $1,283 $ 463 


(a) Net assets sold consisted primarily of equipment. 


(b) 2020, 2019 and 2018 include the recognition of deferred gains of $368, $911 and $1,029, respectively, as a 
result of the resolution of certain contingencies related to the extension of lease terms for restaurants previously 
sold to franchisees. 2018 also includes cash proceeds, net of payments, of $6 related to post-closing 
reconciliations with franchisees. 


(c) During 2020, 2019 and 2018, Wendy’s received cash proceeds of $6,041, $3,448 and $1,781, respectively, 
primarily from the sale of surplus and other properties. 


Assets Held for Sale 
January 3, December 29, 
2020 2019 
Number of restaurants classified as held for sale... 0... eee eee 43 — 
Net restaurant assets held for sale (a) 2... eects $20,587 $ — 
Other assets held for sale (b) .. 0... ec ec eee eee ene $ 1,732 $1,437 


(a) Net restaurant assets held for sale include the New York Company-operated restaurants we expect to sell in the 
second quarter of 2021 and consist primarily of cash, inventory, property and an estimate of allocable goodwill. 


(b) Other assets held for sale primarily consist of surplus properties. 


Assets held for sale are included in “Prepaid expenses and other current assets.” 
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(4) Acquisitions 


No restaurants were acquired from franchisees during 2020. During 2019 and 2018, the Company acquired 
five restaurants and 16 restaurants from franchisees, respectively. The Company did not incur any material 
acquisition-related costs associated with the acquisitions and such transactions were not significant to our consolidated 
financial statements. The table below presents the allocation of the total purchase price to the fair value of assets 
acquired and liabilities assumed for restaurants acquired from franchisees: 


Year Ended 

2019 2018 (a) 

Restaurants acquired from franchisees ....... 0... eee cece eee eee 5 16 
Total consideration paid, net of cash received . 1.1... .. eee eee eee $5,052 $21,401 

Identifiable assets acquired and liabilities assumed: 

Properties i ciadsekisdetsc hig edteoeisiesea behead g keed 666 4,363 

Aéguited franchise tights: 24 gerse4 sadeat asec hes Pee ae kedens 1,354 10,127 

Finance: lease: assets: nd 4 ton. sabe taken Ge ode ee 5,350 5,360 

Other assets 225.4 odes een ncaa cet ee eet: 4a pesos = 621 
Finance lease liabilities... 0.0.0.0... eee eee eee ences (4,084) (3,135) 
Unfavorableeases: eco. sc steko ee ade awe Sane Baees Bea ce has cd — (733) 
1 [dl oY <1 uae en ene n Or Um UPL SUE PR SnGEE SO PE PA Re RTE AE eg av ee nS (2,316) (2,240) 

Total identifiable net assets .... 0... eee eee 970 14,363 

Goodwillliz: oa. cn.ne ee pee he eee ee tee ei Wk wot eae & $4,082 $ 7,038 


(a) The fair values of the identifiable intangible assets related to restaurants acquired in 2018 were provisional 
amounts as of December 30, 2018, pending final purchase accounting adjustments. The Company finalized the 
purchase price allocation during the three months ended March 31, 2019, which resulted in a decrease in the fair 
value of acquired franchise rights of $2,989 and an increase in deferred tax assets of $140. 


NPC Quality Burgers, Inc. (“NPC”) 


As previously announced, NPC, the Company’s largest franchisee, filed for chapter 11 bankruptcy in July 2020 
and commenced a process to sell all or substantially all of its assets, including its interest in approximately 393 
Wendy’s restaurants across eight different markets, pursuant to a court-approved auction process. On November 18, 
2020, the Company submitted a consortium bid together with a group of pre-qualified franchisees to acquire NPC’s 
Wendy’s restaurants. Under the terms of the consortium bid, several existing and new franchisees would have been 
the ultimate purchasers of seven of the NPC markets, while the Company would have acquired one market. As part of 
the consortium bid, the Company submitted a deposit of $43,240, which is included in “Prepaid expenses and other 
current assets” as of January 3, 2021. The deposit included $38,361 received from the group of prequalified 
franchisees, which was payable to the franchisees and included in “Accrued expenses and other current liabilities” as of 
January 3, 2021 pending resolution of the bankruptcy sale process. 


On January 7, 2021, following a court-approved mediation process, NPC and certain affiliates of Flynn 
Restaurant Group (“FRG”) and the Company entered into separate asset purchase agreements under which all of 
NPC’s Wendy’s restaurants will be sold to Wendy’s approved franchisees. Under the proposed transaction, FRG will 
acquire approximately half of NPC’s Wendy’s restaurants in four markets, while several existing Wendy’s franchisees 
that were part of the Company’s consortium bid will acquire the other half of NPC’s Wendy’s restaurants in the other 
four markets. The Company does not expect to acquire and operate any restaurants as part of this transaction. The 
Company expects that the sale of the restaurants will be completed in the late first quarter or early second quarter of 
2021, subject to the satisfaction of various closing conditions specified in the asset purchase agreements. 
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(5) Reorganization and Realignment Costs 


The following is a summary of the initiatives included in “Reorganization and realignment costs:” 


Year Ended 
mmo) 
Operations and field realignment ............. 0.000 cee eee eee $ 3,801 $ — $ — 
IT realignment: 2.0.40 h.s0¢4nheg cha isambeage des eekee ies’ 7,288 9,127 — 
GOA realiGDMeNnt te oa secs tcespsgisne sos aeeues ceiay sco ntdenca Geblilacate aicedsy idan’ s 614 7,749 8,785 
System optimization initiative .. 0.6... eee eee eee 4,327 89 283 
Reorganization and realignment costs ............. 00 ee ee eee $16,030 $16,965 $9,068 


Operations and Field Realignment 


In September 2020, the Company initiated a plan to reallocate resources to better support the long-term 
growth strategies for Company and franchise operations (the “Operations and Field Realignment Plan”). The 
Operations and Field Realignment Plan realigns the Company’s restaurant operations team, including transitioning 
from separate leaders of Company and franchise operations to a single leader of all U.S. restaurant operations. We also 
expect to incur contract termination charges, including the planned closure of certain field offices. The Company 
expects to incur total costs aggregating approximately $7,000 to $9,000 related to the Operations and Field 
Realignment Plan. During 2020, the Company recognized costs totaling $3,801, which primarily included severance 
and related employee costs and share-based compensation. The Company expects to incur additional costs 
ageregating approximately $3,000 to $5,000, comprised primarily of third-party and other costs. The Company 
expects to recognize the majority of the remaining costs associated with the Operations and Field Realignment Plan 
during 2021. 


The following is a summary of the activity recorded as a result of the Operations and Field Realignment Plan: 


Year Ended 
2020 
Severance and related employee costs... 6... cee cee teen ees $3,113 
Third party and. other costs. os... dncts eaditgesait eee eden dio ig seeedt ese dindelwae 67 
3,180 
Share-based compensation (a) ........ eee cc eect eet e ene ees 621 
Total operations and field realignment ......... 0... cee eee eee $3,801 


(a) Primarily represents incremental share-based compensation resulting from the modification of stock options in 
connection with the termination of employees under the Operations and Field Realignment Plan. 


The accruals for the Operations and Field Realignment Plan are included in “Accrued expenses and other 
current liabilities” and “Other liabilities” and totaled $2,487 and $113 as of January 3, 2021. The table below 
presents a rollforward of our accruals for the Operations and Field Realignment Plan. 


Balance Balance 
December 29, January 3, 
2019 Charges Payments 2021 
Severance and related employee costs ..............-. $ — $3,113 $(513) $2,600 
Third party and other costs .............----0000- — 67 (67) = 
$ — $3,180 $(580) $2,600 
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Information Technology (“IT”) Realignment 


In December 2019, our Board of Directors approved a plan to realign and reinvest resources in the Company’s 
IT organization to strengthen its ability to accelerate growth (the “IT Realignment Plan”). The Company has 
partnered with a third-party global IT consultant on this new structure to leverage their global capabilities, which will 
enable a more seamless integration between its digital and corporate IT assets. The IT Realignment Plan has reduced 
certain employee compensation and other related costs that the Company has reinvested back into IT to drive 
additional capabilities and capacity across all of its technology platforms. Additionally, in June 2020, the Company 
made changes to its leadership structure that included the elimination of the Chief Digital Experience Officer position 
and the creation of a Chief Information Officer position, for which the Company completed the hiring process in 
October 2020. During 2020 and 2019, the Company recognized costs totaling $7,288 and $9,127, respectively, 
which primarily included third-party and other costs and recruitment and relocation costs in 2020 and severance and 
related employee costs and third-party and other costs in 2019. The Company does not expect to incur any material 
additional costs under the IT Realignment Plan. 


The following is a summary of the activity recorded as a result of the IT Realignment Plan: 


Total 
Year Ended — 

aR ince 
2020 2019 Inception 
Severance and related employee costs ......... 0.000 $ 843 $7,548 $ 8,391 
Recruitment and relocation costs ....... 00. c eee cee ee eee 1,296 — 1,296 
Third-party and other costs 1.0.1... eee eee eee eee 5,149 1,386 6,535 
7,288 8,934 16,222 
Share-based compensation (a) ....... 0... eee eee eee eens _ 193 193 
Total IT realignment: ¢..6¢-2-.5-3e004 pect sed ae ee eaeieeecets $7,288 $9,127 $16,415 


(a) Primarily represents incremental share-based compensation resulting from the modification of stock options in 
connection with the termination of employees under the IT realignment plan. 


As of January 3, 2021, the accruals for our IT Realignment Plan are included in “Accrued expenses and other 
current liabilities.” As of December 29, 2019, the accruals for our IT Realignment Plan are included in “Accrued 
expenses and other current liabilities” and “Other liabilities” and totaled $8,025 and $599, respectively. The tables 
below present a rollforward of our accruals for the IT Realignment Plan: 


Balance Balance 
December 29, January 3, 

Severance and related employee costs............ $7,548 $ 843  $ (6,883) $1,508 
Recruitment and relocation costs ............005 — 1,296 (1,296) — 
Third-party and other costs ............00 000 ee 1,076 5,149 (6,225) — 


$8,624 $7,288  $(14,404) $1,508 


Balance Balance 
December 30, December 29, 
2018 Charges Payments 2019 
Severance and related employee costs ............ $ — $7,548 $ — $7,548 
Recruitment and relocation costs ............0045 — — _ — 
Third-party and other costs... 2.0.0.0... 00 0005 — 1,386 (310) 1,076 
$ — $8,934 $ (310) $8,624 
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General and Administrative (“G&A”) Realignment 


In May 2017, the Company initiated a plan to further reduce its G&A expenses (the “G&A Realignment 
Plan”). Additionally, in May 2019, the Company announced changes to its management and operating structure that 
included the creation of two new positions, a President, U.S and Chief Commercial Officer and a President, 
International and Chief Development Officer, and the elimination of the Chief Operations Officer position. During 
2020, 2019 and 2018, the Company recognized costs related to the plan totaling $614, $7,749 and $8,785, 
respectively, which primarily included recruitment and relocation costs and share-based compensation in 2020 and 
severance and related employee costs and share-based compensation in 2019 and 2018. The Company does not 
expect to incur any material additional costs under the G&A Realignment Plan. 


The following is a summary of the activity recorded as a result of the G&A Realignment Plan: 


Total 
Year Ended Deg 

ny ince 
2020 2019 2018 Inception 
Severance and related employee costs ............0000 0000s $ 28 $5,485 $3,797 $24,266 
Recruitment and relocation costs ....... 0. eee eee eee ee 360 950 1,077 2,876 
Third-party and other costs 21.0.0... sce eee eee eee ees 13 100 1,019 2,223 
401 6,535 5,893 29,365 
Share-based compensation (a) ....... 0... c eee eee eee eee 213 1,214 1,557 8,111 
Termination of defined benefit plans (b) ...............0.0. = — 1,335 1,335 
Total G&A realignment ......... 0... eee eee eee $614 $7,749 $8,785 $38,811 


(a) Primarily represents incremental share-based compensation resulting from the modification of stock options in 
connection with the termination of employees under the G&A Realignment Plan. 


(b) During 2018, the Company terminated two frozen defined benefit plans. See Note 19 for further information. 


As of January 3, 2021, the accruals for the G&A Realignment Plan are included in “Accrued expenses and other 
current liabilities.” As of December 29, 2019, the accruals for the G&A Realignment Plan are included in “Accrued 
expenses and other current liabilities” and “Other liabilities” and totaled $4,504 and $855, respectively. The tables 
below present a rollforward of our accruals for the G&A Realignment Plan. 


Balance Balance 
December 29, January 3, 
2019 Charges Payments 2021 
Severance and related employee costs ............ $5,276 $ 28 $(4,372) $ 932 
Recruitment and relocation costs ............00 83 360 (443) — 
Third-party and other costs .............0.0004 — 13 (13) — 


$5,359 $ 401 $(4,828) $ 932 


Balance Balance 


December 30, December 29, 
2018 Charges Payments 2019 
Severance and related employee costs ............ $7,241 $5,485  $(7,450) $5,276 
Recruitment and relocation costs ............005 83 950 (950) 83 
Third-party and other costs ...............000- — 100 (100) — 


$7,324 $6,535 $(8,500) $5,359 


System Optimization Initiative 


The Company recognizes costs related to acquisitions and dispositions under its system optimization initiative. 
During 2020, the Company recognized costs totaling $4,327, which were primarily comprised of professional fees 
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related to the NPC bankruptcy sale process. See Note 4 for further information. The Company expects to incur 
additional costs of approximately $3,000 related to the NPC bankruptcy sale process during 2021. 


The following is a summary of the costs recorded as a result of our system optimization initiative: 


Total 
Year Ended pia 

a ince 
2020 2019 2018 Inception 
Severance and related employee costs 2.0.0.0... 0. e eee eee eee $ — $— $— — $18,237 
Professional [665s tcscavceaGesaoe cere btad weed beneweas 4,323 72 264 22,107 
OES gia ch tease une aeeeendee eis eaoa epee dees den a teeadeine eats s I 19 5,853 
4,327 89 283 46,197 
Accelerated depreciation and amortization (a) ............000. — — — 25,398 
Share-based compensation (b) 1.1.2.0... eee cece ees 5,013 
Total system optimization initiative ........... 00... eee eee $4,327 $89 $283 $76,608 


(a) Primarily includes accelerated amortization of previously acquired franchise rights related to Company-operated 
restaurants in territories that have been sold to franchisees in connection with our system optimization initiative. 


(b) Represents incremental share-based compensation resulting from the modification of stock options and 
performance-based awards in connection with the termination of employees under our system optimization 
initiative. 

The table below presents a rollforward of our accruals for our system optimization initiative, which are included 
in “Accrued expenses and other current liabilities.” 


Balance Balance 
December 29, January 3, 
2019 Charges Payments 2021 
Professional fees 1.2.0... eee eee ee eee $ — $4,323 $(3,093) $1,230 
Other ai. kan Gi toad beta dedi de oie ae dae — 4 (4) — 
$ — $4,327 $(3,097) $1,230 


(6) Income Per Share 


Basic income per share for 2020, 2019 and 2018 was computed by dividing net income amounts by the 
weighted average number of common shares outstanding. 


The weighted average number of shares used to calculate basic and diluted income per share were as follows: 


Year Ended 
my 
Common stock: 
Weighted average basic shares outstanding ................ 223,684 229,944 237,797 
Dilutive effect of stock options and restricted shares ......... 4,330 5,131 7,166 
Weighted average diluted shares outstanding .............. 228,014 235,075 244,963 


Diluted net income per share was computed by dividing net income by the weighted average number of basic 
shares outstanding plus the potential common share effect of dilutive stock options and restricted shares. We excluded 
potential common shares of 2,064, 2,518 and 1,520 for 2020, 2019 and 2018, respectively, from our diluted net 
income per share calculation as they would have had anti-dilutive effects. 
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(7) Cash and Receivables 


Year End 
January 3, December 29, 
zat ad 
Cash and cash equivalents 
ashy aides pg et cee hears hac ee pute wrens ete cn te deta ons roe ears $231,922 $185,203 
Cash equivaléits .4.5¢:cc44.00 :4 98s. bbease bee eeriae naa teees 75,067 114,992 
306,989 300,195 
Restricted cash 
Accounts held by trustee for the securitized financing facility.......... 33,635 34,209 
OC ete ss era he es as a ee ee ee 338 330 
33,973 34,539 
Advertising Finds:() ....0ssecc8 250 tr edacteue sedans ge despues 77,279 23,973 
111,252 58,512 
Total cash, cash equivalents and restricted cash ................ $418,241 $358,707 
(a) Included in “Advertising funds restricted assets.” 
January 3, 2021 December 29, 2019 
Allowance Allowance 
for for 
Doubtful Doubtful 
Accounts and Notes Receivable, Net 
Current 
Accounts receivable (a) (b)... 0.00.0... .00 08. $ 97,399 $(3,739) $ 93,660 $103,852 $ (3,314) $100,538 
Notes receivable from franchisees (c) (d) ...... 21,227 (4,996) 16,231 23,628 (6,705) 16,923 


(a) 


(b) 


(c) 


(d) 


$118,626 $(8,735) $109,891 $127,480 $(10,019) $117,461 


Non-current (e) 


Notes receivable from franchisees (d)......... $ 6,759 $ (629)$ 6,130 $ 1,617 $ — $ 1,617 


Includes income tax refund receivables of $5,399 and $13,555 as of January 3, 2021 and December 29, 2019, 


respectively. Additionally, 2019 includes receivables of $25,350 related to insurance coverage for the financial 
institutions class action. See Note 11 for further information on our legal reserves. 


During 2020, rent receivables increased by $5,226 due to actions taken by the Company in response to the 
COVID-19 pandemic, which included offering to defer base rent payments on properties owned by Wendy’s 
and leased to franchisees by 50% and offering to pass along any deferrals that were obtained on properties leased 
by Wendy’s and subleased to franchisees by up to 100%, beginning in May for a three month period, which are 
being repaid over a 12 month period beginning in August 2020. 


Includes the current portion of sales-type and direct financing lease receivables of $5,965 and $3,146 as of 
January 3, 2021 and December 29, 2019, respectively. See Note 20 for further information. 


Included a note receivable from a U.S. franchisee totaling $1,000 as of December 29, 2019. The note was repaid 
during 2020. 


Includes a note receivable from a franchisee in India, of which $356 and $1,000 are included in current notes 
receivable as of January 3, 2021 and December 29, 2019, respectively, and $629 which is included in 
non-current notes receivable as of January 3, 2021. As of January 3, 2021 and December 29, 2019, the 
Company had a reserve of $985 on the loan outstanding to the franchisee in India. 
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Includes a note receivable from a franchisee in Indonesia, of which $831 and $1,262 are included in current 
notes receivable and $1,780 and $1,617 are included in non-current notes receivable as of January 3, 2021 and 
December 29, 2019, respectively. 


Includes notes receivable related to the Brazil JV, of which $12,775 and $15,920 are included in current notes 
receivable as of January 3, 2021 and December 29, 2019, respectively, and $4,350 is included in non-current 
notes receivable as of January 3, 2021. As of January 3, 2021 and December 29, 2019, the Company had 
reserves of $4,640 and $5,720, respectively, on the loans outstanding related to the Brazil JV. See Note 8 for 
further information. 


(e) Included in “Other assets.” 


The following is an analysis of the allowance for doubtful accounts: 


Accounts Notes 

Heals, “Hewaie” dee 
2020 
Balance at December 29, 2019 1.0... cece eee nee $ 3,314 $6,705 $10,019 
Provision for doubtful accounts ...... 0.0... c ce cece eee eee 647 206 853 
Uncollectible accounts written off, net of recoveries ............-. __(222) _(1,286) _(1,508) 
Balance'at Januaty 35.2020 worse. s ox ea asad ee ees dee creas $ 3,739 $5,625 $ 9,364 
2019 
Balance at December 30, 2018 ..... 0.0... e cece eee $ 4,939 $2,000 $ 6,939 
Provision for doubtful accounts ........ 0. ccc cece eee eens (1,618) 4,912 3,294 
Uncollectible accounts written off, net of recoveries ............-. (7) (207) (214) 
Balance at December 29, 2019 2.0... 0. cece cece ce eee ees $ 3,314 $6,705 $10,019 
2018 
Balance at December 31, 2017 .. 0... ce ec cee eee $ 4,546 $ —  $ 4,546 
Provision for doubtful accounts ...... 0.0... c cece eee eee 606 1,956 2,562 
Uncollectible accounts written off, net of recoveries ...........00. (213) 44 (169) 
Balance at December 30, 2018 ....... 0... ccc cece eee $ 4,939 $2,000 $ 6,939 

(8) Investments 
The following is a summary of the carrying value of our investments: 
Year End 
January 3, December 29, 
calla AD 

Equity method investments 1.0... 0... eee eects $44,574 $45,310 
Other investments in equity securities... kk eee eee — 639 


$44,574 $45,949 


Equity Method Investments 


Wendy’s has a 50% share in the TimWen real estate joint venture and a 20% share in the Brazil JV, both of 
which are accounted for using the equity method of accounting, under which our results of operations include our 
share of the income (loss) of the investees in “Other operating income, net.” 


A wholly-owned subsidiary of Wendy’s entered into the Brazil JV during the second quarter of 2015 for the 
operation of Wendy’s restaurants in Brazil. Wendy’s, Starboard International Holdings B.V. and Infinity Holding E 
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Participagdes Ltda. contributed $1, $2 and $2, respectively, each receiving proportionate equity interests of 20%, 
40% and 40%, respectively. The Company did not receive any distributions and our share of the Brazil JV’s net losses 
was $417, $1,022 and $1,344 during 2020, 2019 and 2018, respectively. A wholly-owned subsidiary of Wendy’s has 
loans outstanding related to the Brazil JV totaling $17,125 and $15,920 as of January 3, 2021 and December 29, 
2019, respectively. The loans are denominated in U.S. Dollars, which is also the functional currency of the subsidiary; 
therefore, there is no exposure to changes in foreign currency rates. The loans bear interest at rates ranging from 
3.25% to 6.5% per year. Of the total loans outstanding as of January 3, 2021, $12,775 was due primarily in the 
fourth quarter of 2020 and $4,350 is due in 2024. As of January 3, 2021 and December 29, 2019, the Company had 
reserves of $4,640 on the past due loans and $5,720 on the current loans outstanding, respectively, related to the 
Brazil JV. The Company is currently pursuing collection of certain of the past due amounts. See Note 7 for further 
information. 


The carrying value of our investment in TimWen exceeded our interest in the underlying equity of the joint 
venture by $23,433 and $25,160 as of January 3, 2021 and December 29, 2019, respectively, primarily due to 
purchase price adjustments from the 2008 merger of Triarc Companies, Inc. and Wendy’s International, Inc. (the 
“Wendy’s Merger”). 


Presented below is activity related to our portion of TimWen and the Brazil JV included in our consolidated 
balance sheets and consolidated statements of operations as of and for the years ended January 3, 2021, December 29, 
2019 and December 30, 2018. 


Year Ended 

mig 
Balance‘at beginning’ of period wes eick os cg sane Ghee wesw ed a wha es eee $45,310 $47,021 $ 55,363 
DiMVEStIENE: o do).a5.9 daca ag asc a dap le stig cae avauts fbiadeded Gaal Ales ale aimed Radieuaebeanas Gee — — 13 
Equity in earnings for the period ........ 0... cece cece 8,389 10,943 10,402 
Amortization of purchase price adjustments (a)... 6.0... ee eee ee eee (2,293) (2,270) (2,326) 

6,096 8,673 8,076 
Distributions received 2.0.0... ccc eee cece eee e eee eens (8,376) (13,400) (13,390) 
Foreign currency translation adjustment included in “Other comprehensive income 

(loss), net’ and Other si:45..64deccichas daa sidd a datleeoss bubedevddni added 1,544 3,016 (3,041) 

Balance-atiend of period. 0 asc0ca caged de eye Oo ye da eee eed EN a Eee $44,574 $45,310 $ 47,021 


(a) Purchase price adjustments that impacted the carrying value of the Company’s investment in TimWen are being 
amortized over the average original aggregate life of 21 years. 


Indirect Investment in Inspire Brands 


>» 


In connection with the sale of Arby’s Restaurant Group, Inc. (“Arby’s”) during 2011, Wendy’s Restaurants 
obtained an 18.5% equity interest in ARG Holding Corporation (“ARG Parent”) (through which Wendy’s 
Restaurants indirectly retained an 18.5% interest in Arby’s). The carrying value of our investment was reduced to zero 
during 2013 in connection with the receipt of a dividend that was determined to be a return of our investment. 


Our 18.5% equity interest was diluted to 12.3% in February 2018, when a subsidiary of ARG Parent acquired 
Buffalo Wild Wings, Inc. As a result of the acquisition, our diluted ownership interest included both the Arby’s and 
Buffalo Wild Wings brands under the newly formed combined company, Inspire Brands, Inc. (“Inspire Brands”). In 
August 2018, the Company sold its remaining 12.3% ownership interest to Inspire Brands for $450,000 and incurred 
transaction costs of $55, which were recorded to “Investment (loss) income, net.” The Company recorded income tax 
expense of $97,501 on the transaction, of which $95,038 was paid during the fourth quarter of 2018. 
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Other Investments in Equity Securities 


In October 2019, the Company received a $25,000 cash settlement related to a previously held investment. As 
a result, the Company recorded $24,366 to “Investment (loss) income, net” and $634 to “General and 
administrative” for the reimbursement of related costs during the fourth quarter of 2019. 


(9) Properties 


Year End 
January 3, December 29, 
2021 2019 

Dein eS sa cesccle deine wlteadodhase OG WER we aa nana Whe wd a eaters rede nin erotica alee $ 372,473 $ 375,109 
Buildings and improvements ........ 0.0... cee e eee eee eee ee 504,504 508,602 
Leasehold improvements ........ 0.0000 e cece cece eee eens 409,306 405,158 
Office, restaurant and transportation equipment ...............2-0005 255,469 279,799 

1,541,752 1,568,668 
Accumulated depreciation and amortization ............... 000 eee ee ee (625,863) (591,668) 


$ 915,889  $ 977,000 


Depreciation and amortization expense related to properties was $77,656, $81,219 and $79,009 during 2020, 
2019 and 2018, respectively. 


(10) Goodwill and Other Intangible Assets 
Goodwill activity for 2020 and 2019 was as follows: 


Global Real 
Wendy’s Estate & 
Wendy’s U.S. International Development Total 

Balance at December 30, 2018: 

Goodwill, gross 6.1... eee eee $595,560 $39,173 $122,548 = $757,281 

Accumulated impairment losses (a) ...... — (9,397) a (9,397) 

Goodwill, net... 0... eee eee 595,560 29,776 122,548 747,884 
Changes in goodwill: 

Restaurant acquisitions (b) ............ 6,931 — _ 6,931 

Currency translation adjustment ........ — 1,096 — 1,096 
Balance at December 29, 2019: 

Goodwill, gross 12.6... eee eee eee 602,491 40,269 122,548 765,308 

Accumulated impairment losses (a) ...... — (9,397) — (9,397) 

Goodwill, net... 0... cece en 602,491 30,872 122,548 755,911 
Changes in goodwill: 

Restaurant dispositions (c) ............. (5,394) = — (5,394) 

Currency translation adjustment and 

OUNET acest atte eee eee: (223) 755 — 532 

Balance at January 3, 2021: 

Goodwill, gross 1.0.0... eee ee eee eee 596,874 41,024 122,548 760,446 

Accumulated impairment losses (a) ...... — (9,397) — (9,397) 

Goodwill, net ..... 0... cece eee $596,874 $31,627 $122,548 $751,049 


(a) Accumulated impairment losses resulted from the full impairment of goodwill of the Wendy’s international 
franchise restaurants during the fourth quarter of 2013. 
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(b) Includes an adjustment to the fair value of net assets acquired in connection with the acquisition of franchised 
restaurants during 2018. See Note 4 for further information. 


(c) During 2020, in connection with the Company’s plan to sell 43 Company-operated restaurants in New York in 
the second quarter of 2021, goodwill of $5,394 was reclassified to assets held for sale. See Note 3 for further 
information. 


The following is a summary of the components of other intangible assets and the related amortization expense: 


Year End 
January 3, 2021 December 29, 2019 
Accumulated Accumulated 
Cost Amortization Net Cost Amortization Net 

Indefinite-lived: 

Trademarks ............. $ 903,000 $ — $ 903,000 $ 903,000 $ — $ 903,000 
Definite-lived: 

Franchise agreements ..... 349,255 (203,938) 145,317 348,825 (187,063) 161,762 

Favorable leases .......... 163,015 (55,581) 107,434 166,098 (47,695) 118,403 

Reacquired rights under 

franchise agreements .... 9,872 (3,414) 6,458 10,172 (2,766) 7,406 
Software .........0000ee 206,741 (143,990) 62,751 181,666 (125,025) 56,641 


$1,631,883 $(406,923) $1,224,960 $1,609,761 $(362,549) $1,247,212 


Aggregate amortization expense: 


Actual for fiscal year: 
QQIS: siakinn git drequetien a eathe tba Mae ee ge age aod d eee Fanices Madeiane Sa ee $ 52,064 
ZOU) (tc 5 and dee bee Glo acb ta bea Sia Aiin ee wth ee Moe Ge wear ta ues ada eates 53,182 
DO 20: og ranceiserd te, attely acdetact whee ie anentid ta ere aie tae eas SS Mee si actor edee dee en 52,588 
Estimate for fiscal year: 
2021. 26 sited die petia eee ea ia ee eee da aati Hees Neale aed $ 47,669 
QO D2: 6 Sis Xe decade 8 aon Basa A ie REA Re aE Me ete eh oh eee ae 42,612 
2023: ssibeade eG UGAS Mies Ges ee ela ee a eased o ie 39,419 
2024: acaidne che aur wlenten 6d ct ei idaentsf ape amma Raney aeala ebaae ee ee 34,889 
2029) asd odbced biotite is Deeg Good Dead Dhaest eee 28,095 
WMGreAMtel a6 swag BE es ne de aes: ee nahecne eine Mea aes Shia SS een ste 129,276 


(11) Accrued Expenses and Other Current Liabilities 


Year End 
January 3, December 29, 
2021 2019 
geal Téserves' (a) sve cine tes ane knes gare tonig adidas kesh bande ed ese a ud dus ea ctale ony $ 2,006 $ 52,272 
Accrued compensation and related benefits .......... 0.0.0.0. cee eee eee 44,264 56,010 
ACCRUED TAKES aisle. See iatendn dant, 5-5 Ad Aoeteblal aed eaeealh cena a hates aaa 27,162 23,926 
NPG: consortiim. bid! (b)* sicncndicdwan.de- is nde dadawdetadna deta dons 38,361 — 
Oeics oats ed es anainactincare battle ear diatin are Rig bbe as Rigen edhe Mond deepen ea 43,528 33,064 


$155,321 $165,272 


(a) Included a legal reserve of $50,000 as of December 29, 2019 for a settlement of the financial institutions class 
action. The Company maintains insurance coverage for legal settlements, receivables for which are included in 
“Accounts and notes receivable, net.” See Note 7 for further information. 


After exhaustion of applicable insurance receivables of $25,350, the Company made a payment of $24,650 for 
the settlement of the financial institutions class action in January 2020. 
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(b) Represents amounts received from franchisees as part of the consortium bid to acquire NPC’s Wendy’s 
restaurants. See Note 4 for further information. 


(12) Long-Term Debt 


Long-term debt consisted of the following: 


Year End 
January 3, December 29, 
2021 2019 
Series 2019-1 Class A-2 Notes: 
3.783% Series 2019-1 Class A-2-I Notes, anticipated repayment date 
2026 wid races tye eae Berar Gen ab eed cna ee phhioa sw Stet $ 386,000 $ 398,000 
4.080% Series 2019-1 Class A-2-II Notes, anticipated repayment date 
LOQD ecclesia ele oi ach a athe. 8s ida) Dis Bs ce a ota ue san hoe ack gh Ra Bo kee A 434,250 447,750 
Series 2018-1 Class A-2 Notes: 
3.573% Series 2018-1 Class A-2-I Notes, anticipated repayment date 
LO DD sche isiod tester lapdnaiec cat asae ts donb ide an 8 acheter diane Gi todas: Grains Soler 436,500 441,000 
3.884% Series 2018-1 Class A-2-II Notes, anticipated repayment date 
LODE: 88 sec o08 sete dogndnd tialena sacar ett e'S ai ea%s, Wie wots Aueereaas Sages 460,750 465,500 
Series 2015-1 Class A-2 Notes: 
4.497% Series 2015-1 Class A-2-III Notes, anticipated repayment date 
LOD ads ooh ei Ga wien Galen Hite Mel dcece aed suck bien tend Wh dae Bodied & 473,750 478,750 
Canadian revolving credit facility ... 1... 2. cee ee eee 1,962 — 
7% debentures, due in 2025 vi.cce.sedeeegalessedes beawseu de beads 83,998 82,837 
Unamortized debt issuance costs... 2... cc etc eeeee ee eee (30,085) (33,526) 
2,247,125 2,280,311 
Less amounts payable within one year..... 0... eee eee eee eee (28,962) (22,750) 
Total long-term debt. aici ded diated eed eateries $2,218,163 $2,257,561 


Aggregate annual maturities of long-term debt, excluding the effect of purchase accounting adjustments, as of 
January 3, 2021 were as follows: 


Fiscal Year 

OQ, se, cicctietai dite Ca ec ea arcs News ea Yate ines eR eh can Ja Ese bi tn Atte ces dea one ahead $ 28,962 
2022 id oi 8 a ed aa Bs PA Ce ee dee Ee eee 22,750 
DOD. fe as credah a or acieeneadt a Susie na io h the hiieher sk ae alee eects Mey ip readi lamest Aa eee 22,750 
QOD rach cess A Baars fhe dee eh cece occa es seen rccetta tees es tan eae oh ane a teeth a 22,750 
DDD sane. Safed dete Budebe eh ais aaa ee. once! SM dies SINGS pene 8 care oh ewe Be tears lane See een 975,500 
TD Fe teatt et ats 2 atet ects jee eee erento eee oan en ena a ents een eeenra eee 1,210,500 

$2,283,212 

Senior Notes 


Wendy’s Funding, LLC (“Wendy’s Funding”), a limited-purpose, bankruptcy-remote, wholly-owned indirect 
subsidiary of The Wendy’s Company, is the master issuer (the “Master Issuer”) of outstanding senior secured notes 
under a securitized financing facility that was entered into in June 2015. As of January 3, 2021, the Master Issuer 
issued the following outstanding series of fixed rate senior secured notes: (i) 2019-1 Class A-2-I with an initial 
principal amount of $400,000; (ii) 2019-1 Class A-2-II with an initial principal amount of $450,000; (iii) 2018-1 
Class A-2-I with an initial principal amount of $450,000; (iv) 2018-1 Class A-2-II with an initial principal amount of 
$475,000; and (v) 2015-1 Class A-2-III with an initial principal amount of $500,000 (collectively, the “Class A-2 
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Notes”). The Master Issuer also issued outstanding Series 2019-1 Variable Funding Senior Secured Notes, Class A-1 
(the “2019-1 Class A-1 Notes”), which allow for the borrowing of up to $150,000 from time to time on a revolving 
basis using various credit instruments, including a letter of credit facility. In March 2020, the Company drew down 
$120,000 under the 2019-1 Class A-1 Notes, which the Company fully repaid in July 2020. As a result, as of 
January 3, 2021, the Company had no outstanding borrowings under the 2019-1 Class A-1 Notes. In June 2020, the 
Master Issuer also issued outstanding Series 2020-1 Variable Funding Senior Secured Notes, Class A-1 (the “2020-1 
Class A-1 Notes”), which allow for the borrowing of up to $100,000 from time to time on a revolving basis using 
various credit instruments. The Company had no outstanding borrowings under the Series 2020-1 Class A-1 Notes as 
of January 3, 2021. The drawdown of the 2019-1 Class A-1 Notes in March 2020 and the issuance of the 2020-1 
Class A-1 Notes in June 2020 were taken as precautionary measures to provide enhanced financial flexibility 
considering the uncertain market conditions arising from the COVID-19 pandemic. The 2019-1 Class A-1 Notes 
and the 2020-1 Class A-1 Notes are collectively the “Class A-1 Notes,” and the Class A-1 Notes and the Class A-2 
Notes are collectively the “Senior Notes.” 


The Senior Notes are secured by a security interest in substantially all of the assets of the Master Issuer and 
certain other limited-purpose, bankruptcy-remote, wholly-owned indirect subsidiaries of the Company that act as 
guarantors (collectively, the “Securitization Entities”), except for certain real estate assets and subject to certain 
limitations as set forth in the indenture governing the Senior Notes (the “Indenture”) and the related guarantee and 
collateral agreements. The assets of the Securitization Entities include most of the domestic and certain of the foreign 
revenue-generating assets of the Company and its subsidiaries, which principally consist of franchise-related 
agreements, certain Company-operated restaurants, intellectual property and license agreements for the use of 
intellectual property. 


Interest and principal payments on the Class A-2 Notes are payable on a quarterly basis. The requirement to 
make such quarterly principal payments on the Class A-2 Notes is subject to certain financial conditions set forth in 
the Indenture. The legal final maturity dates for the Class A-2 Notes range from 2045 through 2049. If the Master 
Issuer has not repaid or refinanced the Class A-2 Notes prior to their respective anticipated repayment dates, which 
range from 2025 through 2029, additional interest will accrue pursuant to the Indenture. 


The Class A-1 Notes accrue interest at a variable interest rate based on (i) the prime rate, (ii) overnight federal 
funds rates, (iii) the London interbank offered rate (““LIBOR”) for U.S. Dollars or (iv) with respect to advances made 
by conduit investors, the weighted average cost of, or related to, the issuance of commercial paper allocated to fund or 
maintain such advances, in each case plus any applicable margin and as specified in the respective purchase 
agreements for the Class A-1 Notes. There is a commitment fee on the unused portions of the Class A-1 Notes, which 
ranges from 0.40% to 0.75% based on utilization for the 2019-1 Class A-1 Notes, and is 1.50% for the 2020-1 
Class A-1 Notes. As of January 3, 2021, $26,228 of letters of credit were outstanding against the 2019-1 Class A-1 
Notes, which relate primarily to interest reserves required under the Indenture governing the 2019-1 Class A-1 Notes. 


Covenants and Restrictions 


The Senior Notes are subject to a series of covenants and restrictions customary for transactions of this type, 
including (i) that the Master Issuer maintains specified reserve accounts to be used to make required payments in 
respect of the Senior Notes, (ii) provisions relating to optional and mandatory prepayments and the related payment 
of specified amounts, including specified make-whole payments in the case of the Class A-2 Notes under certain 
circumstances, (iii) certain indemnification payments in the event, among other things, the assets pledged as collateral 
for the Senior Notes are in stated ways defective or ineffective and (iv) covenants relating to recordkeeping, access to 
information and similar matters. The Senior Notes are also subject to customary rapid amortization events provided 
for in the Indenture, including events tied to failure to maintain stated debt service coverage ratios, the sum of global 
gross sales for specified restaurants being below certain levels on certain measurement dates, certain manager 
termination events, an event of default, and the failure to repay or refinance the Class A-2 Notes on the applicable 
scheduled maturity date. The Senior Notes are also subject to certain customary events of default, including events 
relating to non-payment of required interest, principal, or other amounts due on or with respect to the Senior Notes, 
failure to comply with covenants within certain time frames, certain bankruptcy events, breaches of specified 
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representations and warranties, failure of security interests to be effective, and certain judgments. In addition, the 
Indenture and the related management agreement contain various covenants that limit the Company and its 
subsidiaries’ ability to engage in specified types of transactions, subject to certain exceptions, including, for example, 
to (i) incur or guarantee additional indebtedness, (ii) sell certain assets, (iii) create or incur liens on certain assets to 
secure indebtedness or (iv) consolidate, merge, sell or otherwise dispose of all or substantially all of their assets. 


In accordance with the Indenture, certain cash accounts have been established with the Indenture trustee for the 
benefit of the trustee and the noteholders, and are restricted in their use. As of January 3, 2021 and December 29, 
2019, Wendy’s Funding had restricted cash of $33,635 and $34,209, respectively, which primarily represents cash 
collections and cash reserves held by the trustee to be used for payments of principal, interest and commitment fees 
required for the Class A-2 Notes. 


Refinancing Transactions 


In June 2019, the Master Issuer completed a refinancing transaction under which the Master Issuer issued the 
Series 2019-1 Class A-2-I Notes and the Series 2019-1 Class A-2-II Notes. The Master Issuer’s outstanding Series 
2015-1 Class A-2-II Notes were redeemed as part of the transaction. As a result, the Company recorded a loss on early 
extinguishment of debt of $7,150 during 2019, which was comprised of the write-off of certain unamortized deferred 
financing costs. As part of the June 2019 refinancing transaction, the Master Issuer also issued the 2019-1 Class A-1 
Notes. The Company’s previous Series 2018-1 Class A-1 Notes were canceled on the closing date and the letters of 
credit outstanding against the Series 2018-1 Class A-1 Notes were transferred to the 2019-1 Class A-1 Notes. 


In January 2018, the Master Issuer completed a refinancing transaction under which the Master Issuer issued 
the Series 2018-1 Class A-2-I Notes and the Series 2018-1 Class A-2-II Notes. The net proceeds from the sale of the 
notes were used to redeem the Master Issuer’s outstanding Series 2015-1 Class A-2-I Notes, to pay prepayment and 
transaction costs and for general corporate purposes. As a result, the Company recorded a loss on early 
extinguishment of debt of $11,475 during 2018, which was comprised of the write-off of certain deferred financing 
costs and a specified make-whole payment. 


Debt Issuance Costs 


During 2020, 2019 and 2018, the Company incurred debt issuance costs of $2,122, $14,008 and $17,580 in 
connection with the issuance of the 2020-1 Class A-1 Notes and the June 2019 and January 2018 refinancing 
transactions, respectively. The debt issuance costs are being amortized to “Interest expense, net” through the 
anticipated repayment dates of the Class A-2 Notes utilizing the effective interest rate method. As of January 3, 2021, 
the effective interest rates, including the amortization of debt issuance costs, were 4.7%, 3.9%, 4.1%, 4.0% and 4.2% 
for the Series 2015-1 Class A-2-III Notes, Series 2018-1 Class A-2-I Notes, Series 2018-1 Class A-2-II Notes, Series 
2019-1 Class A-2-I Notes and Series 2019-1 Class A-2-II Notes, respectively. 


Other Long-Term Debt 


Wendy’s 7% debentures are unsecured and were reduced to fair value in connection with the Wendy’s Merger 
based on their outstanding principal of $100,000 and an effective interest rate of 8.6%. The fair value adjustment is 
being accreted and the related charge included in “Interest expense, net” until the debentures mature. These 
debentures contain covenants that restrict the incurrence of indebtedness secured by liens and certain finance lease 
transactions. In December 2019, Wendy’s repurchased $10,000 in principal of its 7% debentures for $10,550, 
including a premium of $500 and transaction fees of $50. As a result, the Company recognized a loss on early 
extinguishment of debt of $1,346 during the fourth quarter of 2019. 


A Canadian subsidiary of Wendy’s has a revolving credit facility of C$6,000, which bears interest at the Bank of 
Montreal Prime Rate. Borrowings under the facility are guaranteed by Wendy’s. In March 2020, the Company drew 
down C$5,500 under the revolving credit facility, of which the Company repaid C$1,000 in October 2020 and 
C$2,000 in December 2020. As a result, as of January 3, 2021, the Company had outstanding borrowings of 
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C$2,500 under the revolving credit facility. Subsequent to January 3, 2021, the Company repaid the C$2,500 
outstanding balance under the Canadian revolving credit facility. 


Wendy’s U.S. advertising fund has a revolving line of credit of $25,000, which was established to support the 
advertising fund operations and bears interest at LIBOR plus 2.15%. Borrowings under the line of credit are 
guaranteed by Wendy’s. In February 2020, the Company drew down $4,397 under the revolving line of credit, which 
the Company fully repaid in February 2020. In March 2020, the Company drew down $25,000 under the revolving 
line of credit, which the Company fully repaid in September 2020. As a result, as of January 3, 2021, the Company 
had no outstanding borrowings under the revolving line of credit. 


The increased borrowings were taken as precautionary measures to provide enhanced financial flexibility 
considering the uncertain market conditions arising from the COVID-19 pandemic. 


Interest Expense 


Interest expense on the Company’s long-term debt was $106,116, $105,829 and $107,929 during 2020, 2019 
and 2018, respectively, which was recorded to “Interest expense, net.” 


Pledged Assets 
The following is a summary of the Company’s assets pledged as collateral for certain debt: 
Year End 
January 3, 
mana 

Cash and cash-equivalents 225 scaiese caeSecd ted cadena ds See de a edls see eee $ 27,962 
Restricted cash and other assets (including long-term) ....... 0.00.0... cee e eee eee eee 33,641 
Accounts'and notes receivable, Net wie so swe tedadeseetas eevee de hades teerepea 40,389 
TG VENCOLIES: i: siviend os tg: Sie hebud acess Rec ae scenes meee Mreaees 4 ANSE Reales Kieatoa nh Beer aie eens sua 3,897 
PROPeIHles: Joc die ase pean Reese share tad bheantedtweeie ee aawe acne 60,794 
Other intangible-asséts: «4 o4.i5..oc dd oriteuediaeeibededin ebidacdigtie saad okies 1,043,640 
$1,210,323 


(13) Fair Value Measurements 


Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date. Valuation techniques under the accounting 
guidance related to fair value measurements are based on observable and unobservable inputs. Observable inputs 
reflect readily obtainable data from independent sources, while unobservable inputs reflect our market assumptions. 
These inputs are classified into the following hierarchy: 


¢ Level 1 Inputs - Quoted prices for identical assets or liabilities in active markets. 


¢ Level 2 Inputs - Quoted prices for similar assets or liabilities in active markets; quoted prices for identical or 
similar assets or liabilities in markets that are not active; and model-derived valuations whose inputs are 
observable or whose significant value drivers are observable. 


¢ Level 3 Inputs - Pricing inputs are unobservable for the assets or liabilities and include situations where there 
is little, if any, market activity for the assets or liabilities. The inputs into the determination of fair value 
require significant management judgment or estimation. 
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Financial Instruments 


The following table presents the carrying amounts and estimated fair values of the Company’s financial 


instruments: 
January 3, 2021 December 29, 2019 
Carrying Fair Carrying Fair Fair Value 
Amount Value Amount Value Measurements 
Financial assets 
Cash equivalents ...... 0... cece eee eee es $ 75,067 $ 75,067 $114,992 $114,992 Level 1 
Other investments in equity securities (a) ..... — — 639 1,649 Level 3 
Financial liabilities 
Series 2019-1 Class A-2-I Notes (b) ......... 386,000 409,778 398,000 405,152 Level 2 
Series 2019-1 Class A-2-II Notes (b) ......... 434,250 469,555 447,750 459,136 Level 2 
Series 2018-1 Class A-2-I Notes (b) ......... 436,500 450,381 441,000 444,859 Level 2 
Series 2018-1 Class A-2-II Notes (b) ......... 460,750 491,021 465,500 475,718 Level 2 
Series 2015-1 Class A-2-III Notes (b) ........ 473,750 481,851 478,750 490,531 Level 2 
Canadian revolving credit facility ........... 1,962 1,962 — — Level 2 
7% debentures, due in 2025 (b) ............ 83,998 98,775 82,837 94,838 Level 2 


(a) The fair values of our investments were not significant and were based on our review of information provided by 
the investment managers or investees, which was based on (1) valuations performed by the investment managers 
or investees, (2) quoted market or broker/dealer prices for similar investments and (3) quoted market or broker/ 
dealer prices adjusted by the investment managers for legal or contractual restrictions, risk of nonperformance or 
lack of marketability, depending upon the underlying investments. In June 2020, the Company impaired a 
miscellaneous investment due to the deterioration in operating performance of the underlying assets. In July 
2020, the Company sold its remaining interest in this investment. 


(b) The fair values were based on quoted market prices in markets that are not considered active markets. 


The carrying amounts of cash, accounts payable and accrued expenses approximate fair value due to the short- 
term nature of those items. The carrying amounts of accounts and notes receivable, net (both current and 
non-current) approximate fair value due to the effect of the related allowance for doubtful accounts. Our cash 
equivalents are the only financial assets measured and recorded at fair value on a recurring basis. 


Non-Recurring Fair Value Measurements 


Assets and liabilities remeasured to fair value on a non-recurring basis resulted in impairment that we have 
recorded to “Impairment of long-lived assets” in our consolidated statements of operations. 


Total impairment losses may reflect the impact of remeasuring long-lived assets held and used (including land, 
buildings, leasehold improvements, favorable lease assets and ROU assets) to fair value as a result of (1) declines in 
operating performance at Company-operated restaurants and (2) the Company’s decision to lease and/or sublease the 
land and/or buildings to franchisees in connection with the sale or anticipated sale of restaurants, including any 
subsequent lease modifications. The fair values of long-lived assets held and used presented in the tables below 
represent the remaining carrying value and were estimated based on either discounted cash flows of future anticipated 
lease and sublease income or discounted cash flows of future anticipated Company-operated restaurant performance. 


Total impairment losses may also include the impact of remeasuring long-lived assets held for sale, which 
primarily include surplus properties. The fair values of long-lived assets held for sale presented in the tables below 
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represent the remaining carrying value and were estimated based on current market values. See Note 17 for further 
information on impairment of our long-lived assets. 


Fair Value Measurements 


January 3, 2020 
2021 Level 1 Level 2 Level 3 Total Losses 
Held and used ..... 0.0... cc eee eee $2,653 $— $— $2,653 $7,586 
Held fot sales -o.c-seqc ecanora @ ¥ieeSosalares dears Gi 855 — — 855 451 
Total: 64. 4.teu es 16 eee tage eee $3,508 $— $— $3,508 $8,037 
Fair Value Measurements 
December 29, 2019 
2019 Level 1 Level 2 Level 3 Total Losses 
Held and used ........ 0... ccc cece eee $3,582 $— $— $3,582 $5,602 
Held:forsalé- 2.5. cers o cave eae nea s bas 988 — — 988 1,397 
Total ssi deste ocho Seed send Aisa sins eas be $4,570 $— $— $4,570 $6,999 
(14) Income Taxes 
Income before income taxes is set forth below: 
Year Ended 
a eT 
TOOMMESTIC  sineictin oesare hier ce cetacean beer ecented Oe patterns $149,046 $160,474 $560,776 
Poteigny(4) -2etahert.udvsees ioldds boedemade s eae esee ters 3,749 11,007 14,140 


$152,795 $171,481 $574,916 


(a) Excludes foreign income of domestic subsidiaries. 


The (provision for) benefit from income taxes is set forth below: 


Year Ended 
a ee 
Current: 
WS fedetal sic diese ducsensatradsltad 8 acstasadendiesasobcaeetpcdardeablesstes $(16,176) $(18,421) $(109,078) 
State gc es endevtiergon sta) ereatehle.@erinhin dh tcb Gamdeeee Stone Sacer nas (3,723) (6,093) (2,661) 
PORCIGM: 55.3.9 ec.iaray nessa ceteng Giogrdnen pecs) acpralasenedene.dpalieee eive-gepihde (4,798) (9,190) (9,630) 
Current tax provision... 6... 6. eee eee eee (24,697) (33,704) (121,369) 
Deferred: 
WS. fedetal,, fe..5%. oc2ee cc Reigte deed bie seed dena Metin doa eane§ (6,707) 1,585 5,071 
SEAGER ons. c38 pace wider eters nenie dae orccdraseere des 4s ise eteatns (3,185) (2,449) 441 
Foreign as2i4adiedqandd teed aeddat sada daa gaicans (374) 27 1,056 
Deferred tax (provision) benefit ................... (10,266) (837) 6,568 
Income tax provision ... 6... 0... eee ee eee $(34,963)  $(34,541) $(114,801) 
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Deferred tax assets (liabilities) are set forth below: 


Deferred tax assets: 
Operating and finance lease liabilities ..... 0.0... 02. eee eee 
Net operating loss and credit carryforwards 
Unfavorable leases 


Deferred revenues. 3:6 e6- ca siers ace giew wee ae ns 2B R See eae eis ane Gack 
Accrued compensation and related benefits 
Accrued expenses and reserves 
Deferred rent 


Other 


Total deferred tax assets 

Deferred tax liabilities: 
Operating and finance lease assets 
Intangible assets 
Fixed assets 
Other 


The amounts and expiration dates of net operating loss and tax credit carryforwards are as follows: 


Tax credit carryforwards: 


USS. federal foreign tax credits... eee eee ee $ 


State tax credits 


Year End 
January 3, December 29, 
at a 

$ 365,005 $ 345,173 
62,210 59,597 
23,511 26,020 
24,303 23,907 
16,443 18,477 
7,673 13,786 

— 492 

5,869 3;/)7 
(49,968) (45,183) 
455,046 446,026 
(332,515) (313,803) 
(301,969) (311,596) 
(63,826) (60,788) 
(37,491) (30,598) 
(735,801) (716,785) 
$(280,755) — $(270,759) 

Amount Expiration 

13,681 2022-2030 
708 2021-2023 


4,125 Not applicable 


2021-2035 


1,044 Not applicable 


DOtal. 26 S2seache dase bea doanee sw tect ednkee seeks $ 18,514 
Net operating loss carryforwards: 
State and local net operating loss carryforwards ................ $1,182,774 
Foreign net operating loss carryforwards .............0 00 ee eee 
Ota cc25 5 andndc pave ceng iu eidalie a4 gis wena daidmeea sien Sates $1,183,818 


The Company’s valuation allowances of $49,968 and $45,183 as of January 3, 2021 and December 29, 2019, 
respectively, relate to foreign and state tax credit and net operating loss carryforwards. Valuation allowances increased 
$4,785 and $3,008 during 2020 and 2019, respectively, and decreased $5,120 during 2018. The relative presence of 
Company-operated restaurants in various states impacts expected future state taxable income available to utilize state 


net operating loss carryforwards. 


Major Tax Legislation 


On December 22, 2017, the U.S. government enacted comprehensive tax legislation commonly referred to as 
the Tax Cuts and Jobs Act (the “Tax Act”). The Tax Act made broad and complex changes to the U.S. tax code that 
affects 2017 and subsequent years, including but not limited to (1) requiring a one-time transition tax on certain 
unrepatriated earnings of foreign subsidiaries, (2) bonus depreciation that will allow for full expensing of qualified 
property, (3) reducing the U.S. federal corporate tax rate from 35% to 21% in years 2018 and forward, (4) a tax on 
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global intangible low-taxed income (“GILTI”) and (5) limitations on the deductibility of certain executive 
compensation. 


In 2018, we recorded a net tax expense of $2,159 related to the Tax Act consisting of $2,454 related to the 
impact of the corporate rate reduction on our net deferred tax liabilities and state taxes and a net expense of $991 
related to the limitations on the deductibility of certain executive compensation, partially offset by $1,286 for the net 
benefit of foreign tax credits. 


The current portion of refundable income taxes was $5,399 and $13,555 as of January 3, 2021 and 
December 29, 2019, respectively, and is included in “Accounts and notes receivable, net.” There were no long-term 
refundable income taxes as of January 3, 2021 and December 29, 2019. 


The reconciliation of income tax computed at the U.S. federal statutory rate of 21% to reported income tax is 
set forth below: 


Year Ended 

2020. ~—-2019~SS—«2018 (a) 
Income tax provision at the U.S. federal statutory rate ............. $(32,087) $(36,011) $(120,732) 
State income tax provision, net of U.S. federal income tax effect ..... (4,664) (6,470) (221) 
Prior yeats’ taxiimattets (B) -)-c..sguets woe Geena oe bar ene weh ened 1,761 6,135 (9,970) 
Excess federal tax benefits from share-based compensation.......... 5,338 5,841 10,250 
Foreign and U.S. tax effects of foreign operations ................ (397) 250 (856) 
Valuation allowances .... 0... cc cent een e eens (4,593) (2,833) 5,120 
Non-deductible goodwill (c) 6.6... eee eee ee eee — — (41) 
CAR CREGIUS: 5: 2ni.heatsegus: eecsce- otaecd gee ansns tera ataeahcpueeateevas ah anette coded 1,901 879 1,089 
Non-deductible executive compensation ........ 00.000. e eee eee (1,973) (1,925) (1,098) 
Unrepatriated Garni. sac. o.oo pciatectd Siew Via oe Baerga alg neti gales (283) (402) (326) 
Non-deductible expenses and other .......... 0. cece eee eee eee 34 (5) 1,984 


$(34,963) $(34,541) $(114,801) 


(a) 2018 includes the following impacts associated with the Tax Act: (1) a net expense of $2,426 related to the 
impact of the corporate rate reduction on our net deferred tax liabilities, (2) a net expense of $991 related to the 
limitations on the deductibility of certain executive compensation, (3) a net expense of $28 of state income tax 
and (4) a net benefit of $1,286 related to foreign tax credits. 


(b) 2019 primarily relates to a reduction in unrecognized tax benefits due to a lapse of statute of limitations. 2018 
includes expense of $9,542 related to the Tax Act, which was partially offset by a $7,535 benefit reported in 
“Valuation allowances.” 


(c) Substantially all of the goodwill included in the net gain (loss) on sales of restaurants in 2018 under our system 
optimization initiative was non-deductible for tax purposes. See Note 3 for further information. 


The Company participates in the Internal Revenue Service (the “IRS”) Compliance Assurance Process (“CAP”). 
As part of CAP, tax years are examined on a contemporaneous basis so that all or most issues are resolved prior to the 
filing of the tax return. As such, our tax returns for fiscal years 2009 through 2018 have been settled. The statute of 
limitations for the Company’s state tax returns vary, but generally the Company’s state income tax returns from its 
2017 fiscal year and forward remain subject to examination. We believe that adequate provisions have been made for 
any liabilities, including interest and penalties that may result from the completion of these examinations. 
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Unrecognized Tax Benefits 


As of January 3, 2021, the Company had unrecognized tax benefits of $20,973, which, if resolved favorably 
would reduce income tax expense by $16,601. A reconciliation of the beginning and ending amount of unrecognized 
tax benefits follows: 


Year End 
January 3, December 29, December 30, 
2021 2019 2018 
Beginning balance: 24 cain es ea ced ee eek oe tt eee ee $22,323 $27,632 $28,848 
Additions: 
Tax positions of current year... 0... eee eee eee 322 1,356 3,874 
Tax positions of prior years ....... 0... eee ee eee — — 2,598 
Reductions: 
Tax positions of prior years... 0... eee eee eee eee (1,183) (227) (7,553) 
Settlements: i5-fi.c 05 peeseeesdedean were iawn (119) — (21) 
Lapse of statute of limitations .................. (370) (6,438) (114) 
Ending balance: 2.44434 b4¢40 det bette seed needa eed $20,973 $22,323 $27,632 


The reductions in unrecognized tax benefits in 2020 was primarily related to decreases as a result of settlements 
with various taxing jurisdictions. The additions in unrecognized tax benefits in 2019 was primarily related to the 
uncertainty of the income tax consequences of a cash settlement related to a previously held investment. The addition 
of unrecognized tax benefits in 2018 was primarily related to the sale of our ownership interest in Inspire Brands, and 
the reduction of unrecognized benefits in 2018 was primarily related to settlements with various taxing jurisdictions, 
including amended returns that were filed in 2017. 


During 2021, we believe it is reasonably possible the Company will reduce unrecognized tax benefits by up to 
$220 due primarily to the lapse of statutes of limitations and expected settlements. 


During 2020, 2019 and 2018, the Company recognized $159, $(489) and $(12) of expense (income) for 
interest and $81, $81 and $309 of income for penalties, respectively, related to uncertain tax positions. The Company 
has $873 and $946 accrued for interest and $37 and $118 accrued for penalties as of January 3, 2021 and 
December 29, 2019, respectively. 


(15) Stockholders’ Equity 
Dividends 
During 2020, 2019 and 2018, the Company paid dividends per share of $0.29, $0.42 and $0.34, respectively. 


Treasury Stock 


There were 470,424 shares of common stock issued at the beginning and end of 2020, 2019 and 2018. 
Treasury stock activity for 2020, 2019 and 2018 was as follows: 


Treasury Stock 
mo 
Number of shares at beginning of year ...........0 00.0000 eee 245,535 239,191 = 229,912 


Repurchases of common stock .......... 00.00 cece eee 3,512 10,158 15,808 


Common shares issued: 


StOCk Options; Met x.s.0.i0sh sie) tcl gig ya teaieuirw Scena te aidietelbadav ees (2,358) (2,912) (5,824) 

Restticted stock; net: 4.c52c:4 Ya aaWar awed aua-vk a See sedoos (465) (834) (627) 

Director fees 2... cent eens (15) (14) (15) 
Othe? t.42i063<c100tioodeieddine bisieddcieesahe ied eden (53) (54) (63) 
Number of shares at end of year... 02... ce eee eee eee eee 246,156 245,535 239,191 
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Repurchases of Common Stock 


In February 2020, our Board of Directors authorized a repurchase program for up to $100,000 of our common 
stock through February 28, 2021, when and if market conditions warranted and to the extent legally permissible. As 
previously announced, beginning in March 2020, the Company temporarily suspended all share repurchase activity 
under the February 2020 authorization in connection with the Company’s response to the COVID-19 pandemic. In 
July 2020, the Company’s Board of Directors approved an extension of the February 2020 authorization by one year, 
through February 28, 2022, when and if market and economic conditions warrant and to the extent legally 
permissible. The Company resumed share repurchases in August 2020. During 2020, the Company repurchased 
1,572 shares under the February 2020 repurchase authorization with an aggregate purchase price of $32,285, of 
which $723 was accrued at January 3, 2021, and excluding commissions of $22. As of January 3, 2021, the Company 
had $67,715 of availability remaining under its February 2020 authorization. Subsequent to January 3, 2021 through 
February 23, 2021, the Company repurchased 457 shares under the February 2020 authorization with an aggregate 
purchase price of $9,570, excluding commissions of $6. 


In February 2019, our Board of Directors authorized a repurchase program for up to $225,000 of our common 
stock through March 1, 2020, when and if market conditions warranted and to the extent legally permissible. In 
November 2019, the Company entered into an accelerated share repurchase agreement (the “2019 ASR Agreement”) 
with a third-party financial institution to repurchase common stock as part of the Company’s existing share 
repurchase program. Under the 2019 ASR Agreement, the Company paid the financial institution an initial purchase 
price of $100,000 in cash and received an initial delivery of 4,051 shares of common stock, representing an estimated 
85% of the total shares expected to be delivered under the 2019 ASR Agreement. In February 2020, the Company 
completed the 2019 ASR Agreement and received an additional 628 shares of common stock at an average purchase 
price of $23.89. The total number of shares of common stock ultimately purchased by the Company under the 2019 
ASR Agreement was based on the average of the daily volume-weighted average prices of the common stock during 
the term of the 2019 ASR Agreement, less an agreed upon discount. In total, 4,679 shares were delivered under the 
2019 ASR Agreement at an average purchase price of $21.37 per share. 


In addition to the shares repurchased in connection with the 2019 ASR Agreement, during 2020, the Company 
repurchased 1,312 shares with an aggregate purchase price of $28,770, excluding commissions of $18, under the 
February 2019 authorization. After taking into consideration these repurchases, with the completion of the 2019 ASR 
Agreement in February 2020, the Company completed its February 2019 authorization. 


In addition to the shares repurchased in connection with the 2019 ASR Agreement, during 2019, the Company 
repurchased 6,107 shares with an aggregate purchase price of $117,685, of which $1,801 was accrued at 
December 29, 2019, and excluding commissions of $86, under the February 2019 authorization and the Company’s 
November 2018 authorization referenced below. 


In February 2018, our Board of Directors authorized a repurchase program for up to $175,000 of our common 
stock through March 3, 2019, when and if market conditions warranted and to the extent legally permissible. In 
November 2018, our Board of Directors approved an additional share repurchase program for up to $220,000 of our 
common stock through December 27, 2019, when and if market conditions warranted and to the extent legally 
permissible. In November 2018, the Company entered into an accelerated share repurchase agreement (the “2018 
ASR Agreement”) with a third-party financial institution to repurchase common stock as part of the Company’s 
existing share repurchase programs. Under the 2018 ASR Agreement, the Company paid the financial institution an 
initial purchase price of $75,000 in cash and received an initial delivery of 3,645 shares of common stock, 
representing an estimated 85% of the total shares expected to be delivered under the 2018 ASR Agreement. In 
December 2018, the Company completed the 2018 ASR Agreement and received an additional 720 shares of 
common stock. The total number of shares of common stock ultimately purchased by the Company under the 2018 
ASR Agreement was based on the average of the daily volume-weighted average prices of the common stock during 
the term of the 2018 ASR Agreement, less an agreed upon discount. In addition to the shares repurchased in 
connection with the 2018 ASR Agreement, during 2018, the Company repurchased 10,058 shares under the 
February 2018 and November 2018 authorizations with an aggregate purchase price of $172,584, of which $1,827 
was accrued at December 30, 2018, and excluding commissions of $141. 
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In February 2017, our Board of Directors authorized a repurchase program for up to $150,000 of our common 
stock through March 4, 2018, when and if market conditions warranted and to the extent legally permissible. The 
Company completed the February 2017 authorization during 2018 with the repurchase of 1,385 shares with an 
ageregate purchase price of $22,633, excluding commissions of $19. 


Preferred Stock 


There were 100,000 shares authorized and no shares issued of preferred stock throughout 2020, 2019 and 
2018. 


Accumulated Other Comprehensive Loss 


The following table provides a rollforward of the components of accumulated other comprehensive income 
(loss), net of tax as applicable: 


Foreign 
Currency 
Translation Pension (a) Total 
Balance at December 31, 2017 .. 0... ccc cee ee $(45,149)  $(1,049)  $(46,198) 
Current-period other comprehensive (loss) income ......... (16,524) 1,049 (15,475) 
Balance at December 30, 2018 .... 0.0... cece eee eee (61,673) — (61,673) 
Current-period other comprehensive income.............. 7,845 — 7,845 
Balance at December 29, 2019 ... 0... ccc eee (53,828) — (53,828) 
Current-period other comprehensive income.............. 4,187 — 4,187 
Balance at January 3, 2021 12.1... eee cece eee ee $(49,641) $ — — $(49,641) 


(a) During 2018, the Company terminated two frozen defined benefit plans. See Note 19 for further information. 


(16) Share-Based Compensation 


The Company has the ability to grant stock options, stock appreciation rights, restricted stock, restricted stock 
units, other stock-based awards and performance compensation awards to current or prospective employees, directors, 
officers, consultants or advisors. During 2020, the Company’s Board of Directors and its stockholders approved the 
adoption of the 2020 Omnibus Award Plan (the “2020 Plan”) for the issuance of equity instruments as described 
above. The Company’s previous 2010 Omnibus Award Plan (as amended, the “2010 Plan”) expired in accordance 
with its terms in 2020. Equity grants in 2020 were issued from both the 2020 Plan and the 2010 Plan. All equity 
grants during 2019 and 2018 were issued from the 2010 Plan. The 2020 Plan is currently the only equity plan from 
which future equity awards may be granted, but outstanding awards granted under the 2010 Plan will continue to be 
governed by the terms of the 2010 Plan. As of January 3, 2021, there were approximately 26,691 shares of common 
stock available for future grants under the 2020 Plan. During the periods presented in the consolidated financial 
statements, the Company settled all exercises of stock options and vesting of restricted shares, including performance 
shares, with treasury shares. 


Stock Options 


The Company’s current outstanding stock options have maximum contractual terms of 10 years and vest 
ratably over three years or cliff vest after three years. The exercise price of options granted is equal to the market price 
of the Company’s common stock on the date of grant. The fair value of stock options on the date of grant is 
calculated using the Black-Scholes Model. The aggregate intrinsic value of an option is the amount by which the fair 
value of the underlying stock exceeds its exercise price. 
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The following table summarizes stock option activity during 2020: 


Weighted 
Weighted Average 
Average Remaining Aggregate 
Number of Exercise Contractual Intrinsic 
Options Price Life in Years Value 

Outstanding at December 29, 2019 ............... 11,937 $13.92 
SALE ia aloe ioe epee Ci ses ee eee 1,807 22.48 
ExCICiSed:* ote nao. tn os cnet caeaen ea ae ees (2,395) 10.09 
Forfeited and/or expired ....... 0.0.0.0 (107) 19.48 
Outstanding at January 3, 2021 ..............00.. 11,242 $16.06 6.74 $66,853 
Vested or expected to vest at January 3, 2021 ........ 11,115 $16.01 6.72 $66,676 
Exercisable at January 3, 2021 ......... 2.0.00. 0 eee 7,240 $13.46 5.59 $61,278 


The total intrinsic value of options exercised during 2020, 2019 and 2018 was $28,111, $26,947 and $62,744, 
respectively. The weighted average grant date fair value of stock options granted during 2020, 2019 and 2018 was 
$6.02, $3.40 and $4.12, respectively. 


The weighted average grant date fair value of stock options was determined using the following assumptions: 


22020192018 
Risk-free interest rate 2... eee e eee nee 0.22% 1.57% 2.77% 
Expected option life im yéars..32 045.04 deieso adie te heen Shades ees 4.50 4.50 5.62 
Expected volatility: siso4 tis hesh idee Geeuas edge ee sGee se beaks ees 38.02% 23.55% 24.27% 
Expectéd divided Widld'o ts. cod eee ich ginsa ne Pee ged eae cea es ahah 1.72% 2.03% 1.84% 


The risk-free interest rate represents the U.S. Treasury zero-coupon bond yield correlating to the expected life 
of the stock options granted. The expected option life represents the period of time that the stock options granted are 
expected to be outstanding based on historical exercise trends for similar grants. The expected volatility is based on the 
historical market price volatility of the Company over a period equivalent to the expected option life. The expected 
dividend yield represents the Company’s annualized average yield for regular quarterly dividends declared prior to the 
respective stock option grant dates. 


The Black-Scholes Model has limitations on its effectiveness including that it was developed for use in 
estimating the fair value of traded options which have no vesting restrictions and are fully transferable and that the 
model requires the use of highly subjective assumptions, such as expected stock price volatility. Employee stock option 
awards have characteristics significantly different from those of traded options and changes in the subjective input 
assumptions can materially affect the fair value estimates. 


Restricted Shares 


The Company grants RSAs and RSUs, which primarily cliff vest after 1 to 3 years. For the purposes of our 
disclosures, the term “Restricted Shares” applies to RSAs and RSUs collectively unless otherwise noted. The fair value 
of Restricted Shares granted is determined using the fair market value of the Company’s common stock on the date of 
grant, as set forth in the applicable plan document. 
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The following table summarizes activity of Restricted Shares during 2020: 


Weighted 
Number of Average 

Restricted Grant Date 

Shares Fair Value 

Non-vested at December 29, 2019 1.0... ccc cee tect ees 1,071 $16.46 
Graiited int co 2 ata oo naan are A a eee a, Gis Ste ee 458 22.39 
SN sec dkecs eR Shia sete Bieler terre eens 2 ateiacat sate (401) 16.11 
FROME. cen e See ost atc et ee Hee ioe ae ete ee ag tes en eee ee (39) 18.37 
Non-vested at Jantiaty 3;.2020 icc guicap ated Made d ea ybwels geen oe acts 1,089 $19.01 


The total fair value of Restricted Shares that vested in 2020, 2019 and 2018 was $8,634, $9,996 and $10,060, 


respectively. 


Performance Shares 


The Company grants performance-based awards to certain officers and key employees. The vesting of these 
awards is contingent upon meeting one or more defined operational or financial goals (a performance condition) or 
common stock share prices (a market condition). The quantity of shares awarded ranges from 0% to 200% of 
“Target,” as defined in the award agreement as the midpoint number of shares, based on the level of achievement of 


the performance and market conditions. 


The fair values of the performance condition awards granted in 2020, 2019 and 2018 were determined using 
the fair market value of the Company’s common stock on the date of grant, as set forth in the applicable plan 
document. Share-based compensation expense recorded for performance condition awards is reevaluated at each 
reporting period based on the probability of the achievement of the goal. 


The fair value of market condition awards granted in 2020, 2019 and 2018 were estimated using the Monte 
Carlo simulation model. The Monte Carlo simulation model utilizes multiple input variables to estimate the 
probability that the market conditions will be achieved and is applied to the trading price of our common stock on 


the date of grant. 


The input variables are noted in the table below: 


202020192018 
Risk-free interest rate... cece teen ene eens 1.38% 2.51% 2.38% 
Expected life inl years’ o.42 cdc ncadeeiendens podwseGee eee eee 3.00 3.00 3.00 
Expectedivolatility: oshaceisstina ina idee gus ivlacwuald ae Sub lelenihee 2) aa gna 23.26% 23.19% 24.97% 
Expected dividend yield (a)... 6... cece eet eee 0.00% 0.00% 0.00% 


(a) The Monte Carlo method assumes a reinvestment of dividends. 


Share-based compensation expense is recorded ratably for market condition awards during the requisite service 
period and is not reversed, except for forfeitures, at the vesting date regardless of whether the market condition is met. 
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The following table summarizes activity of performance shares at Target during 2020: 


Performance Condition Awards Market Condition Awards 


Weighed Weighed 

Average Grant Average Grant 
Date Fair Date Fair 

Shares Value Shares Value 

Non-vested at December 29, 2019 ............. 439 $15.75 362 $19.09 
Graited a. eb nates dk een ee ae 149 23.37 115 30.31 
Dividend equivalent units issued (a) ............ 7 —= 6 = 
Vested) (B) i264 stead sce edraen earieanetant Acasa des (148) 13.87 (130) 16.81 
POCItEd Sc the 8 ease ee eck bales ein? (18) 17.29 (7) 26.32 
Non-vested at January 3, 2021 ............00-. 429 $19.06 346 $23.65 


(a) Dividend equivalent units are issued in lieu of cash dividends for non-vested performance shares. There is no 
weighted average fair value associated with dividend equivalent units. 


(b) Market condition awards exclude the vesting of an additional 80 shares, which resulted from the performance of 
the awards exceeding Target. 


The total fair value of performance condition awards that vested in 2020, 2019 and 2018 was $3,447, $7,720 
and $3,681, respectively. The total fair value of market condition awards that vested in 2020, 2019 and 2018 was 
$4,910, $7,135 and $3,143, respectively. 


Modifications of Share-Based Awards 


During 2020, 2019 and 2018, the Company modified the terms of awards granted to seven, ten and eight 
employees, respectively, in connection with its Operations and Field Realignment Plan, IT Realignment Plan and 
G&A Realignment Plan discussed in Note 5. These modifications resulted in the accelerated vesting of certain stock 
options in connection with the termination of such employees. As a result, during 2020, 2019 and 2018, the 
Company recognized an increase in share-based compensation of $621, $1,011 and $1,238, respectively, which was 
included in “Reorganization and realignment costs.” 


Share-Based Compensation 


Total share-based compensation and the related income tax benefit recognized in the Company’s consolidated 
statements of operations were as follows: 


Year Ended 
mm ag 

StOCKOPHOMS 25: Vosce! a acbsactig dydiwtalg d dded godine, ving akon seceewnh bee ackcn shade $ 8,499 $7,685 $ 7,172 
Restricted sshares:(a) <-./.-d:0.. todivaaed cian gdndw os atdwes eee Che. 6,507 5,762 6,030 
Performance shares: 

Performance condition awards ......... 000 cece eee eee eee 782 2,195 1,491 

Market condition awards ....... 0.0 c ccc eee eens 2,521 2,023 1,987 
Modifications; fét:2cc2dedcdociidun ed cakes wa bd atin cate eww de 621 1,011 1,238 
Share-based compensation ........ 0... c eee eee eee 18,930 18,676 17,918 
Less: Income tax benefit... 0.0.0... cc cece cence eet e eens (2,958) (2,990) (3,418) 
Share-based compensation, net of income tax benefit ............. $15,972 $15,686 $14,500 


(a) 2020, 2019 and 2018 include $213, $396 and $319, respectively, related to retention awards in connection with 
the Company’s G&A Realignment Plan, which is included in “Reorganization and realignment costs.” See 
Note 5 for further information. 


105 


THE WENDY’S COMPANY AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—CONTINUED 


(In Thousands Except Per Share Amounts) 


As of January 3, 2021, there was $25,156 of total unrecognized share-based compensation, which will be 
recognized over a weighted average amortization period of 2.16 years. 


(17) Impairment of Long-Lived Assets 


The Company records impairment charges as a result of (1) the deterioration in operating performance of 
certain Company-operated restaurants, (2) the Company’s decision to lease and/or sublease properties to franchisees 
in connection with the sale or anticipated sale of Company-operated restaurants, including any subsequent lease 
modifications, and (3) closing Company-operated restaurants and classifying such surplus properties as held for sale. 
Impairment charges during 2020 were primarily due to the deterioration in operating performance of certain 
Company-operated restaurants as a result of the COVID-19 pandemic. Additional impairment charges may be 
recognized by the Company in the event of further deterioration in operating performance of Company-operated 
restaurants. 


The following is a summary of impairment losses recorded, which represent the excess of the carrying amount 
over the fair value of the affected assets and are included in “Impairment of long-lived assets:” 


Year Ended 
mano) ——« 
Company-operated restaurants ..... 0... eee eee eee $7,586 $ 294 $4,060 
Restaurants leased or subleased to franchisees ........... 00000 cee — 5,308 283 
Surplus properties ...iic2.c0dssagesaedscgaw dennis edeeeaentes 451 1,397 354 


$8,037 $6,999 $4,697 


(18) Investment (Loss) Income, Net 


Year Ended 
2020 2019 2018 
Gain on sale of investments, net (a) (b) 20... ee ee eee $ — $24,496 $450,000 
Impairment loss on other investments in equity securities ........... (471) — — 
Other Neb c ccd cvsn are Printed BAGS ariiediare- aid eeinetaarn ces 246 1,102 736 


$(225) $25,598 $450,736 


(a) In October 2019, the Company received a $25,000 cash settlement related to a previously held investment. As a 
result, the Company recorded $24,366 to “Investment (loss) income, net” and $634 to “General and 
administrative” for the reimbursement of related costs. 


(b) During 2018, the Company sold its remaining ownership interest in Inspire Brands for $450,000. See Note 8 
for further information. 


(19) Retirement Benefit Plans 
401(k) Plan 


The Company has a 401(k) defined contribution plan (the “401(k) Plan”) for employees who meet certain 
minimum requirements and elect to participate. The 401(k) Plan permits employees to contribute up to 75% of their 
compensation, subject to certain limitations, and provides for matching employee contributions up to 4% of 
compensation and for discretionary profit sharing contributions. In connection with the matching and profit sharing 
contributions, the Company recognized compensation expense of $5,175, $4,631 and $4,619 in 2020, 2019 and 
2018, respectively. 
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Pension Plans 


The Company maintained two domestic qualified defined benefit plans, the benefits under which were frozen 
in 1988 and for which the Company had no unrecognized prior service cost. Arby’s employees who were eligible to 
participate through 1988 (the “Eligible Arby’s Employees”) were covered under one of these plans. Pursuant to the 
terms of the Arby’s sale agreement, Wendy’s Restaurants retained the liabilities related to the Eligible Arby’s 
Employees under these plans and received $400 from the buyer for the unfunded liability related to the Eligible 
Arby’s Employees. The measurement date used by the Company in determining amounts related to its defined benefit 
plans was the same as the Company’s fiscal year end. During 2018, the Company terminated the defined benefit 
plans, resulting in a settlement loss of $1,335 recorded to “Reorganization and realignment costs.” 


Wendy’s Executive Plans 


In conjunction with the Wendy’s Merger, amounts due under supplemental executive retirement plans 
(collectively, the “SERP”) were funded into a restricted account. As of January 1, 2011, participation in the SERP was 
frozen to new entrants and future contributions, and existing participants’ balances only earn annual interest. The 
corresponding SERP liabilities are included in “Accrued expenses and other current liabilities” and “Other liabilities” 
and, in the aggregate, were $432 and $662 as of January 3, 2021 and December 29, 2019, respectively. 


Effective January 1, 2017, the Company implemented a non-qualified, unfunded deferred compensation plan 
for management and highly compensated employees, whereby participants may defer all or a portion of their base 
compensation and certain incentive awards on a pre-tax basis. The Company credits the amounts deferred with 
earnings based on the investment options selected by the participants. The Company may also make discretionary 
contributions to the plan. The total of participant deferrals was $1,108 and $774 at January 3, 2021 and 
December 29, 2019, respectively, which are included in “Other liabilities.” 


(20) Leases 
Nature of Leases 


The Company operates restaurants that are located on sites owned by us and sites leased by us from third 
parties. In addition, the Company owns sites and leases sites from third parties, which it leases and/or subleases to 
franchisees. At January 3, 2021, Wendy’s and its franchisees operated 6,828 Wendy’s restaurants. Of the 
361 Company-operated Wendy’s restaurants, Wendy’s owned the land and building for 142 restaurants, owned the 
building and held long-term land leases for 149 restaurants and held leases covering the land and building for 
70 restaurants. Wendy’s also owned 509 and leased 1,245 properties that were either leased or subleased principally to 
franchisees. The Company also leases restaurant, office and transportation equipment. 


Company as Lessee 


The components of lease cost for 2020 and 2019 are as follows: 


Year Ended 
ma «209 
Finance lease cost: 

Amortization of finance lease assets... 0... cece cece eee $ 13,395 $ 11,241 
Interest on finance lease liabilities... 0.0... ee eens 40,682 37,012 
54,077 48,253 
Operating ledse.cost: <0... sea edeny beet edt to Pe ieee de eaddh oearniians 91,475 90,537 
Variable: lease cost: (a) oss cz.cisse cs. oats eve eeu inne pea Ria a acta each etecace Beate 59,076 58,978 
Short-term lease cost 2... cee eee nent n eens 4,641 4,717 
Total operating lease cost (b) . 1... eee eee teens 155,192 154,232 
Mtl eASeCOSE: loaders saint trans ate ee eee eae ee ent $209,269 $202,485 


(a) Includes expenses for executory costs of $38,652 and $37,758 for 2020 and 2019, respectively, for which the 
Company is reimbursed by sublessees. 
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(b) Includes $125,553 and $123,899 for 2020 and 2019, respectively, recorded to “Franchise rental expense” for 
leased properties that are subsequently leased to franchisees. Also includes $26,866 and $27,419 for 2020 and 
2019, respectively, recorded to “Cost of sales” for leases for Company-operated restaurants. 


The components of rental expense for operating leases for 2018, as accounted for under previous guidance, 
were as follows: 


Year Ended 
2018 
Rental expense: 
Minimum rentals... 0.0.0.0 eee teen ene e eet e eens $ 95,749 
Contingent rentals i..3..0 cient ed oe pea deaa bow ean Gee ea dads eeedwas O4 18,971 
‘Total-rentalexpense:(a)) we sues ede eageeneeeene ts £O3o5 Ped oe eeemen $114,720 


(a) Includes rental expense related to (1) leases for Company-operated restaurants recorded to “Cost of sales,” 
(2) leased properties that are subsequently leased to franchisees recorded to “Franchise rental expense” and 
(3) leases for corporate offices and equipment recorded to “General and administrative.” 


Amortization of finance lease assets was $11,603 for 2018. 


The following table includes supplemental cash flow and non-cash information related to leases: 


Year End 
2020 2019 

Cash paid for amounts included in the measurement of lease liabilities: 

Operating cash flows from finance leases ..... 0... eee eee eee eee $39,349 $39,887 

Operating cash flows from operating leases... 0.0... eee eee 85,689 91,824 

Financing cash flows from finance leases... 0... eee eee eee eee 8,383 6,835 
Right-of-use assets obtained in exchange for lease obligations: 

Finance lease liabilities! io) cite oo heath aad Ae pacukien nd ana aiwe te wese 34,918 50,061 

Operating lease liabilities 2.0... 0 eee eee 18,327 15,411 

The following table includes supplemental information related to leases: 
Year End 
‘January 3, December 29, 
2021 2019 

Weighted-average remaining lease term (years): 

Finances leases” sag acsseleisasge5 pacers. asaya! ¢-nle.ce Gia diss: boned Gane adad ae dseew a 16.2 17.1 

Operating leases sn icsaas iy dephodad initddady pia ddaathewnas 14.6 15.4 
Weighted average discount rate: 

Finance: leases: 2.4.sicctasiet ead ehaek ob eaten ooeaend etnies 9.54% 9.87% 

Operating eases’ gis: 2eottse- o-5 bia. testes glared nce. eatsiguh eaepauene led uate dele macs 5.06% 5.09% 
Supplemental balance sheet information: 

Finance: lease assets; POSS) wis sises's Gd. quc aig oa to dudcacetslere desea ss deca saloon gcd $261,308 $242,889 

Accumulated amortization»... 0.00 cece cece eee tenet e eee (55,155) (42,745) 

Finance: lease-assets: 2p.5itneuss bide land cle de nd die ah eneomtaahtieg Lacs 206,153 200,144 

Operating lease assets 0... cnc eee eens 821,480 857,199 
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The following table illustrates the Company’s future minimum rental payments for non-cancelable leases as of 
January 3, 2021: 


Finance Leases Operating Leases 

Company- __ Franchise Company- Franchise 
peal ea oa a Oe Eee ee 
QO DAA) 22s. 6.505 8A Anse oh cekesohtl pets Ble ee sane hana et $ 4,779 $ 47,503 $ 19,195 $ 70,730 
2022 3.4 So Sbbe ead een Gaened Sebel d Sade ees 4,963 49,000 19,010 70,633 
2029 ce edanaaseades die hb W Ad eS Riera ME EERE E YS Be 4,927 50,632 19,037 70,460 
QO DA os eked an arectes nd pecans sth dastardly: decedent eas 5,045 51,007 19,111 70,328 
DOD ce 22 sa cases FAME tes cd dea KO RLS. Sie Re RRA EK oe Sp OS 5,140 51,423 19,065 69,977 
hieteatterte.2. bic weed etetetsead de ernst eiie ates 59,126 628,162 167,441 699,756 
Total minimum payments...............00 000005 $ 83,980 $ 877,727 $262,859 $1,051,884 
VOSS AMECLES Es dec dina Si tracted Rata dae S da eh rede eek (30,716) (412,810) (77,388) (326,684) 
Present value of minimum lease payments (b) (c) ..... $ 53,264 $464,917 $185,471 $ 725,200 


(a) In addition to the 2021 future minimum rental payments, the Company expects to pay $5,439 primarily during 
2021 related to rent deferrals obtained due to the COVID-19 pandemic. The related payable is included in 
“Accrued expenses and other current liabilities.” See Note 7 for further information. 


(b) The present value of minimum finance lease payments of $12,105 and $506,076 are included in “Current 
portion of finance lease liabilities” and “Long-term finance lease liabilities,” respectively. 


(c) The present value of minimum operating lease payments of $45,346 and $865,325 are included in “Current 
portion of operating lease liabilities” and “Long-term operating lease liabilities,” respectively. 


Company as Lessor 


The components of lease income for 2020 and 2019 are as follows: 


Year Ended 
may «209 

Sales-type and direct-financing leases: 

Seine PLOht: co. 2erealnneiesoseeaars ced Sten eeeel weeds $ 1,995 $ 2,285 

Interest income (4). edited do icnats eden oc abeigte edad baie edhe 29,067 26,333 
Operating lease:incomie:s +424 ndeinns Sask dense tee ee eaee ete eee sels 174,452 176,629 
Variable lease income 2... 0... ccc cc eet eet nent een neenes 58,196 56,436 

Franchise rental income (b) .. 0.0.0... ccc ec cent ees $232,648 $233,065 


(a) Included in “Interest expense, net.” 


(b) Includes sublease income of $169,921 and $171,126 recognized during 2020 and 2019, respectively. Sublease 
income includes lessees’ variable payments to the Company for executory costs of $38,636 and $37,739 for 2020 
and 2019, respectively. 
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The components of rental income for operating leases and subleases for 2018, as accounted for under previous 
guidance, were as follows: 


Year Ended 
2018 
Rental income: 
Mani mrivitin FentalS\.. 4 21.08 2128 2a alates ae ie oR BAe RNA oe aes $184,154 
Contingent rentals’: ¢.s.cc05 bo ees Sneed whose debe beeas eda s eeeee obese 19,143 
Total:rentall income (a). é.c0c5-00340 ede piednaeeand eee di datass ddeade $203,297 


(a) Includes sublease income of $138,363. 


During 2018, the Company recognized $27,638 in interest income related to our direct financing leases, which 
is included in “Interest expense, net.” 


The following table illustrates the Company’s future minimum rental receipts for non-cancelable leases and 
subleases as of January 3, 2021: 


Sales-Type and 


Direct Financing Leases Operating Leases 
Owned Owned 

2021 @)ieetieeiiteein dost be tanto d $ 31,128 $ 3,573 $ 110,920 $ 54,543 
DODD» sa sccerisiea. a actaies dae ticle ahd Gdlgntoacdoeanele. Sean basedoan’ 31,953 2,037 111,605 56,017 
2023 seiace Ania. anaihneaad Auge alan o acheeetiatigiadoa’ 32,994 2,081 112,498 56,220 
DO DA o diaas hlaudentrie aris ttanaed alga sciteecaiate ae 34,965 2,089 112,541 57,311 
2025) . Side iheenee bone do aetna 33,844 2,196 111,953 57,904 
Thereafter 0.0... 0. cc cc ce eee eens 440,802 213231 1,115,693 743,814 
Total future minimum receipts ............. 605,686 33,207 $1,675,210 $1,025,809 
Unearned interest income ............00005 (348,692) (16,015) 
Net investment in sales-type and direct financing 

leases:(b): ace-4-2 iiss vedere dose aecatawtedweads $ 256,994 $17,192 


(a) In addition to the 2021 future minimum rental receipts, the Company expects to collect $5,226 primarily 
during 2021 related to the offer to defer base rent payments in response to the COVID-19 pandemic. The 
related receivable is included in “Accounts and notes receivable, net.” See Note 7 for further information. 


(b) The present value of minimum direct financing rental receipts of $5,965 and $268,221 are included in 
“Accounts and notes receivable, net” and “Net investment in sales-type and direct financing leases,” respectively. 
The present value of minimum direct financing rental receipts includes a net investment in unguaranteed 
residual assets of $215. 
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Properties owned by the Company and leased to franchisees and other third parties under operating leases 
include: 


Year End 
January 3, December 29, 
2021 2019 
anid, 3 dep 4 ddaandh hoses d hp-ate weave eda winire heh eee yibbbdeetae $ 279,956  $ 281,792 
Buildings and improvements ......... 00. e cece eee teens 309,605 311,047 
RestaulrantequipMent? 4-520 sct.ee deat ees ea weenie see deemed ele 1,701 1,727 
591,262 594,566 
Accumulated depreciation and amortization .......... 0.0. e eee eee eee (170,722) (157,130) 


$ 420,540  $ 437,436 


(21) Guarantees and Other Commitments and Contingencies 
Guarantees and Contingent Liabilities 
Franchisee Image Activation Incentive Programs 


In order to promote new restaurant development, Wendy’s has an incentive program for franchisees that 
provides for technical assistance fee waivers and reductions in royalty and national advertising payments for up to the 
first two years of operation for qualifying new restaurants opened prior to December 31, 2022. In addition, Wendy’s 
has a restaurant development incentive program that provides for incremental reductions in royalty and national 
advertising payments for up to the first two years of operation for qualifying new restaurants for existing franchisees 
that sign up for the program under a new development agreement, or through an extension of their existing 
development agreement, and commit to incremental development of new Wendy’s restaurants. Under any extended 
development agreements, franchisees are also eligible for technical assistance fee waivers for restaurants opened one 
year in advance of their original development schedule so long as the restaurants are opened prior to December 31, 
2022. Wendy’s also provides franchisees with the option of an early 20-year or 25-year renewal of their franchise 
agreement upon completion of reimaging utilizing certain approved Image Activation reimage designs. 


Wendy’s also had incentive programs for 2017 available to franchisees that commenced Image Activation 
restaurant remodels by December 15, 2017. The remodel incentive programs provided for reductions in royalty 
payments for one year after the completion of construction. 


Lease Guarantees 


Wendy’s has guaranteed the performance of certain leases and other obligations, primarily from former 
Company-operated restaurant locations now operated by franchisees, amounting to $90,348 as of January 3, 2021. 
These leases extend through 2045. We have had no judgments against us as guarantor of these leases as of January 3, 
2021. In the event of default by a franchise owner, Wendy’s generally retains the right to acquire possession of the 
related restaurant locations. The liability recorded for our probable exposure associated with these lease guarantees was 
not material as of January 3, 2021. 


Insurance 


Wendy’s is self-insured for most workers’ compensation losses and purchases insurance for general liability and 
automotive liability losses, all subject to a $500 per occurrence retention or deductible limit. Wendy’s determines its 
liability for claims incurred but not reported for the insurance liabilities on an actuarial basis. As of January 3, 2021, 
the Company had $18,687 recorded for these insurance liabilities. Wendy’s is self-insured for health care claims for 
eligible participating employees subject to certain deductibles and limitations and determines its liability for health 
care claims incurred but not reported based on historical claims runoff data. As of January 3, 2021, the Company had 
$3,396 recorded for these health care insurance liabilities. 
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Letters of Credit 


As of January 3, 2021, the Company had outstanding letters of credit with various parties totaling $26,587. 
Substantially all of the outstanding letters of credit include amounts outstanding against the 2019-1 Class A-1 Notes. 
See Note 12 for further information. We do not expect any material loss to result from these letters of credit. 


Purchase and Capital Commitments 
Beverage Agreement 


The Company has an agreement with a beverage vendor, which provides fountain beverage products and 
certain marketing support funding to the Company and its franchisees. This agreement requires minimum purchases 
of certain fountain beverages (“Fountain Beverages”) by the Company and its franchisees at agreed upon prices until 
the total contractual gallon volume usage is reached. This agreement also provides for an annual advance to be paid to 
the Company based on the vendor’s expectation of the Company’s annual Fountain Beverages usage, which is 
amortized over actual usage during the year. In January 2019, the Company amended its contract with the beverage 
vendor, which now expires at the later of reaching a minimum usage requirement or December 31, 2025. Beverage 
purchases made by the Company under this agreement during 2020, 2019 and 2018 were $10,986, $11,440 and 
$10,108, respectively. The Company estimates future annual purchases to be approximately $10,000 in 2021, 
$10,500 in 2022, $11,000 in 2023, $11,400 in 2024 and $11,900 in 2025 based on current pricing and the expected 
ratio of usage at Company-operated restaurants to franchised restaurants. As of January 3, 2021, $2,509 is due to the 
beverage vendor and is included in “Accounts payable,” principally for annual estimated payments that exceeded 
usage under this agreement. 


IT Services Agreement 


In December 2019, the Company entered into an agreement to partner with a third-party global IT consultant 
on the Company’s new IT organization structure to leverage the consultant’s global capabilities, which the Company 
believes will enable a more seamless integration between its digital and corporate IT assets. Costs incurred by the 
Company under this agreement were $16,961 and $1,386 during 2020 and 2019, respectively. The Company’s 
unconditional purchase obligations under the agreement are approximately $17,200 in 2021, $15,400 in 2022, 
$13,000 in 2023, $12,200 in 2024 and $6,600 in 2025. As of January 3, 2021, $448 is due to the consultant and is 
included in “Accrued expenses and other current liabilities.” 


Marketing Agreement 


The Company has an agreement with two national broadcasters that grants the Company certain marketing 
and media rights. Costs incurred by the Company under this agreement were approximately $11,000 in each of 2019 
and 2018, which are included in “Advertising funds expense.” No costs were incurred under this agreement in 2020. 
The Company’s unconditional purchase obligations under the agreement are approximately $15,400 in 2021, 
$12,900 in 2022, $13,400 in 2023 and $12,700 in 2024. 


(22) Transactions with Related Parties 


The following is a summary of transactions between the Company and its related parties: 


Year Ended 
2020 2019 2018 
Transactions with QSCC: 
Wendy's Co-Op (a) oe sis.ccc es eee seed eee eed eee $ — $ (504) $ (470) 
beasencome (D) 2.drkawnasis oh.de snd aon i ohannbeeaueee (217) (217) (215) 
TimWen lease and management fee payments (c) .............04. $16,130 $16,660 $13,044 
Yellow Cab royalty, advertising fund, lease and other income (d)..... $1,090 $ — $ — 
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Transactions with QSCC 


(a) Wendy’s has a purchasing co-op relationship structure (the “Wendy’s Co-op”) with its franchisees that 
establishes Quality Supply Chain Co-op, Inc. (““QSCC”). QSCC manages, for the Wendy’s system in the U.S. 
and Canada, contracts for the purchase and distribution of food, proprietary paper, operating supplies and 
equipment under national agreements with pricing based upon total system volume. QSCC’s supply chain 
management facilitates continuity of supply and provides consolidated purchasing efficiencies while monitoring 
and. seeking to minimize possible obsolete inventory throughout the Wendy’s supply chain in the U.S. and 
Canada. 


Wendy’s and its franchisees pay sourcing fees to third-party vendors on certain products sourced by QSCC. 
Such sourcing fees are remitted by these vendors to QSCC and are the primary means of funding QSCC’s 
operations. Should QSCC’s sourcing fees exceed its expected needs, QSCC’s board of directors may return some 
or all of the excess to its members in the form of a patronage dividend. Wendy’s recorded its share of patronage 
dividends of $504 and $470 in 2019 and 2018, respectively, which are included as a reduction of “Cost of 
sales.” There were no patronage dividends recorded during 2020. 


(b) Pursuant to a lease agreement entered into on January 1, 2017, Wendy’s leased 14,333 square feet of office space 
to QSCC for an annual base rental of $215. In November 2018, the lease agreement was amended to increase 
the leased square footage to 14,493 and to increase the annual base rental to $217. The lease was further 
amended in December 2020 to extend the lease term by one year to December 31, 2021. The Company 
received $217, $217 and $215 of lease income from QSCC during 2020, 2019 and 2018, respectively, which 
has been recorded to “Franchise rental income.” 


TimWen lease and management fee payments 


(c) A wholly-owned subsidiary of Wendy’s leases restaurant facilities from TimWen, which are then subleased to 
franchisees for the operation of Wendy’s/Tim Hortons combo units in Canada. Wendy’s paid TimWen 
$16,339, $16,867 and $13,256 under these lease agreements during 2020, 2019 and 2018, respectively. In 
addition, TimWen paid Wendy’s a management fee under the TimWen joint venture agreement of $209, $207 
and $212 during 2020, 2019 and 2018, respectively, which has been included as a reduction to “General and 
administrative.” 


Transactions with Yellow Cab 


(d) Certain family members and affiliates of Mr. Nelson Peltz, our Chairman, and Mr. Peter May, our Vice 
Chairman, as well as Mr. Matthew Peltz, a director of the Company, hold indirect, minority ownership interests 
in operating companies managed by Yellow Cab Holdings, LLC (“Yellow Cab”), a Wendy’s franchisee, that as of 
January 3, 2021 owned and operated 24 Wendy’s restaurants. During the three months ended January 3, 2021, 
the Company recognized $1,090 in royalty, advertising fund, lease and other income from Yellow Cab and 
related entities. As of January 3, 2021, $298 was due from Yellow Cab for such payments, which is included in 
“Accounts and notes receivable, net.” 


In November 2020, the Company submitted a consortium bid together with a group of pre-qualified franchisees 
(of which Yellow Cab was a member) to acquire the Wendy’s restaurants owned by NPC, the Company’s largest 
franchisee, which filed for chapter 11 bankruptcy in July 2020. As part of the consortium bid, in November 
2020, the Company received deposits from each of the pre-qualified franchisees (including Yellow Cab), which 
amounts were transferred to a third-party escrow account pending resolution of the bankruptcy sale process. The 
Yellow Cab deposit is included in “Accrued expenses and other current liabilities” and an amount equal to that 
deposit is being held in escrow and is included in “Prepaid expenses and other current assets” as of January 3, 
2021. On January 7, 2021, following a court-approved mediation process, Yellow Cab was selected as the 
purchaser for 54 of NPC’s Wendy’s restaurants and, at closing, its deposit will be applied against the purchase 
price for the restaurants. See Note 4 for further information. 
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(23) Legal and Environmental Matters 


The Company is involved in litigation and claims incidental to our business. We provide accruals for such 
litigation and claims when payment is probable and reasonably estimable. We believe we have adequate accruals for 
continuing operations for all of our legal and environmental matters. We cannot estimate the aggregate possible range 
of loss for our existing litigation and claims for various reasons, including, but not limited to, many proceedings being 
in preliminary stages, with various motions either yet to be submitted or pending, discovery yet to occur and/or 
significant factual matters unresolved. In addition, most cases seek an indeterminate amount of damages and many 
involve multiple parties. Predicting the outcomes of settlement discussions or judicial or arbitral decisions is 
inherently difficult and future developments could cause these actions or claims, individually or in aggregate, to have a 
material adverse effect on the Company’s financial condition, results of operations, or cash flows of a particular 
reporting period. 


Certain of the Company’s present and former directors have been named in two putative shareholder derivative 
complaints arising out of the cybersecurity incidents that affected certain of our franchisees in 2015 and 2016. The 
first case, brought by James Graham in the U.S. District Court for the Southern District of Ohio (the “Graham 
Case”), asserts claims of breach of fiduciary duty, waste of corporate assets, unjust enrichment and _ gross 
mismanagement, and additionally names one non-director executive officer of the Company. The second case, 
brought by Thomas Caracci in the U.S. District Court for the Southern District of Ohio (the “Caracci Case”), asserts 
claims of breach of fiduciary duty and violations of Section 14(a) and Rule 14a-9 of the Securities Exchange Act of 
1934. Collectively, the plaintiffs seek a judgment on behalf of the Company for all damages incurred or that will be 
incurred as a result of the alleged wrongful acts or omissions, a judgment ordering disgorgement of all profits, 
benefits, and other compensation obtained by the named individual defendants, a judgment directing the Company 
to reform its governance and internal procedures, attorneys’ fees and other costs. The Graham Case and the Caracci 
Case have been consolidated and on December 21, 2018, the court issued an order naming Graham and his counsel 
as lead in the case. On January 31, 2019, Graham filed a consolidated verified shareholder derivative complaint with 
the court. On January 24, 2020, the court granted preliminary approval of the settlement filed in this case. The 
settlement is subject to the notice and objection provisions set forth therein, and to final approval by the court. If 
approved, the settlement will resolve and dismiss the claims asserted in these actions. 


(24) Advertising Costs and Funds 


We maintain U.S. and Canadian national advertising funds established to collect and administer funds 
contributed for use in advertising and promotional programs. Contributions to the Advertising Funds are required 
from both Company-operated and franchised restaurants and are based on a percentage of restaurant sales. In 
addition to the contributions to the Advertising Funds, Company-operated and franchised restaurants make 
additional contributions to other local and regional advertising programs. 


Restricted assets and related liabilities of the Advertising Funds at January 3, 2021 and December 29, 2019 are 
as follows: 


Year End 
January 3, December 29, 
aun aa 
Cash and cash equivalents (a)... 6... cece ees $ 77,279 $23,973 
Accounts receivable, net... 0... cece cece eee e eee e eens 63,252 54,394 
CVE eR Asse tse es se tes erske teeecegsea hare es eee a tea see eee ete A ee 1,775 4,009 
Advertising funds restricted assets 22... 0... eee eee eee $142,306 $82,376 
Accoutits payable (a) ssoicsaitscses gency aang epg kone Waneladysbedct 9 Gabe econd ee gud we ans $123,064 $66,749 
Accrued expenses and other current liabilities .................0000000. 17,447 17,446 
Advertising funds restricted liabilities... 2.0... 0.00... eee eee eee $140,511 $84,195 


(a) Increases during 2020 are due to the timing of payments to vendors. 
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Advertising expenses included in “Cost of sales” totaled $29,671, $29,954 and $27,939 in 2020, 2019 and 
2018, respectively. 


(25) Geographic Information 


The table below presents revenues and properties information by geographic area: 


U.S. International Total 

2020 

REVENUES an eGi died dine. Stes eed See ee ae $1,635,696 $ 98,129 $1,733,825 
PHOperties «csc cee tone sete ese eae aecinew save Maes oes 879,806 36,083 915,889 
2019 

ReVenttes: 42-1.33¢-Gud.inb heed dnd iwade dead dan donde acd $1,606,619 $102,383 $1,709,002 
PLOPELES 5. .h10 5h aie alee aaa aaeddee ed gad slay anaes. 941,607 35,393 977,000 
2018 

REVENUES: sow is ada oeees pee Te eaae Peas meer et $1,495,639 $ 94,297 $1,589,936 
PLOPCCHES 5-0. iiisi ghia eee ete obebiedes oes beeeS 990,992 32,275 1,023,267 


(26) Segment Information 


The Company is comprised of the following segments: (1) Wendy’s U.S., (2) Wendy’s International and 
(3) Global Real Estate & Development. Wendy’s U.S. includes the operation and franchising of Wendy’s restaurants 
in the U.S. and derives its revenues from sales at Company-operated restaurants and royalties, fees and advertising 
fund collections from franchised restaurants. Wendy’s International includes the franchising of Wendy’s restaurants in 
countries and territories other than the U.S. and derives its revenues from royalties, fees and advertising fund 
collections from franchised restaurants. Global Real Estate & Development includes real estate activity for owned sites 
and sites leased from third parties, which are leased and/or subleased to franchisees, and also includes our share of the 
income of our TimWen real estate joint venture. In addition, Global Real Estate & Development earns fees from 
facilitating Franchise Flips and providing other development-related services to franchisees. The Company measures 
segment profit based on segment adjusted earnings before interest, taxes, depreciation and amortization (“EBITDA”). 
Segment adjusted EBITDA excludes certain unallocated general and administrative expenses and other items that vary 
from period to period without correlation to the Company’s core operating performance. When the Company’s chief 
operating decision maker reviews balance sheet information, it is at a consolidated level. The accounting policies of 
the Company’s segments are the same as those described in Note 1. 


Revenues by segment are as follows: 


Year Ended 
2020 2019 2018 
Wendy's U.S. 9 scott tive catadudied beaaiedaas 26246 3 $1,431,382 $1,404,307 $1,312,491 
Wendy’s International .......... 00.0 cece eee eee eee 65,642 68,198 67,630 
Global Real Estate & Development ................... 236,801 236,497 209,815 
Total téventies: . oistaestedahwie ck ean iwesed x $1,733,825 $1,709,002 $1,589,936 
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The following table reconciles profit by segment to the Company’s consolidated income before income taxes: 


Year Ended 

"2020. ~«~=~—O«019s—<“‘<i«‘éOSSCS™” 

Wendy's U.S. (a) .2i sesleud aban yada tgauaeddusamaaies $ 393,314 $369,193 $ 355,455 
Wendy’s International .... 0.0... eee eens 20,119 20,246 25,997 
Global Real Estate & Development ..............0....005 100,731 107,116 110,632 
Total Seoment:pronits cose. sites: Hels a oueadeacndeids gece eaves 514,164 496,555 491,684 
Advertising funds surplus ........ 00.00 c eee eee eee 2,904 1,337 4,153 
Unallocated general and administrative (b) .............0-. (94,256) (81,230) (104,208) 
Depreciation and amortization... 0.0... e eee eee (132,775) (131,693) (128,879) 
System optimization gains, Net... 6... eee eee 3,148 1,283 463 
Reorganization and realignment costs ...........00 eee ee (16,030) (16,965) (9,068) 
Impairment of long-lived assets... 1... 0. cece ee eee eee (8,037) (6,999) (4,697) 
Unallocated other operating income, net ...............005 190 291 444 
Tinterést expense; Net sie. gina e ddlikes Haale suisse ees eianees (117,737) (115,971) (119,618) 
Loss on early extinguishment of debt ..................005 — (8,496) (11,475) 
Investment (loss) income, net ......... 000. eee eee (225) 25,598 450,736 
Other income, Nee sdb do diae ede wes bx ee ON wee 1,449 7,771 5,381 
Income before income taxes ...... 000s eee eee eee eee $ 152,795 $171,481 $574,916 


(a) 2020 includes advertising funds expense of $14,600 related to the Company funding of incremental advertising. 


(b) Includes corporate overhead costs, such as employee compensation and related benefits. 2018 also includes the 
impact of legal reserves for a settlement of the financial institutions class action of $27,500. 


Net income (loss) of our equity method investments for the Brazil JV and TimWen are included in segment 
profit for the Wendy’s International and Global Real Estate & Development segments, respectively. Net income (loss) 
of equity method investments by segment was as follows: 


Year Ended 
mo 219,——«28 
Wendy’s International... 0.6... eet een eee $ (417) $(1,022) $(1,344) 
Global Real Estate & Development......... 0.0.0... eee e eee eee 6,513 9,695 9,420 
Total net income of equity method investments ............... $6,096 $8,673 $ 8,076 


(27) Quarterly Financial Information (Unaudited) 


The tables below set forth summary unaudited consolidated quarterly financial information for 2020 and 2019. 
The Company reports on a fiscal year consisting of 52 or 53 weeks ending on the Sunday closest to December 31. 
During 2020, the Company’s first, second and third fiscal quarters contained 13 weeks and the Company’s fourth 
quarter contained 14 weeks. All of the Company’s fiscal quarters in 2019 contained 13 weeks. 


2020 Quarter Ended (a) 


March 29 June 28 September 27 January 3 
REVENUES? s.4.c:ici-dvh. orp odes dao ached $404,960 $402,306 $452,242 $474,317 
Costar sales aan. facie dh oboe SMA eae eds 149,999 140,626 159,545 164,737 
Operating profit. ....... 0... eee eee eee eee 48,732 60,661 81,348 78,567 
INGbANGOME \s.ces/4 gotie ss 4 Gy se me a edne ans, bre Ban ees $ 14,441 $ 24,904 $ 39,753 $ 38,734 
Basic income per share»... 0.2... ee eee eee eee $ 06 $ All $ 18 $ 17 
Diluted income per share ..............000044 $ 06 $ Pa | $ 17 $ 17 
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(a) 


(b) 


2019 Quarter Ended (b) 


March 31 June 30 September 29 December 29 
ReVeniles: «:opsdeiine eae Hid ad ee aed eons $408,583 $435,348 $437,880 $427,191 
Cost of sales 2... cents 142,579 151,092 152,425 151,434 
Operating profit... . 0... ee eee eee ee eee 66,266 80,573 79,023 36,717 
Net income ......... 0. ccc eee eee eee aes $ 31,894 $ 32,386 $ 46,127 $ 26,533 
Basic income per share .............000.000 $ 14 $ 14 $ 20 $ 12, 
Diluted income per share ...............000. $ 14 $ 14 $ .20 $ 11 


The Company’s consolidated statements of operation in fiscal 2020 were significantly impacted by the 
advertising funds deficit and reorganization and realignment costs. The pre-tax impact of the advertising funds 
deficit for the first, second and third quarters was $1,387, $3,205 and $7,293, respectively. The pre-tax impact 
of reorganization and realignment costs for the first, second, third, and fourth quarters was $3,910, $2,911, 
$3,375 and $5,834, respectively (see Note 5 for further information). 


The Company’s consolidated statements of operations in fiscal 2019 were significantly impacted by investment 
income, net, franchise support and other costs, reorganization and realignment costs and loss on early 
extinguishment of debt. The pre-tax impact of investment income, net for the fourth quarter was $24,599 (see 
Note 8 for further information). The pre-tax impact of franchise support and other costs for the fourth quarter 
included approximately $16,400 to support U.S. franchisees in preparation for the launch of breakfast across the 
U.S. system on March 2, 2020. The pre-tax impact of reorganization and realignment costs for the fourth 
quarter was $12,194 (see Note 5 for further information). The pre-tax impact of loss on early extinguishment of 
debt for the second and fourth quarters was $7,150 and $1,346, respectively (see Note 12 for further 
information). 


Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure. 


Not applicable. 


Item 9A. Controls and Procedures. 


Evaluation of Disclosure Controls and Procedures 


The management of the Company, under the supervision and with the participation of the Chief Executive 
Officer and Chief Financial Officer, evaluated the effectiveness of the design and operation of its disclosure controls 
and procedures (as defined in Rules 13a-15(e) or 15d-15(e) under the Securities Exchange Act of 1934, as amended 
(the “Exchange Act”)), as of January 3, 2021. Based on such evaluations, the Chief Executive Officer and Chief 
Financial Officer concluded that as of January 3, 2021, the disclosure controls and procedures of the Company were 
effective at a reasonable assurance level in (1) recording, processing, summarizing and reporting, on a timely basis, 
information required to be disclosed by the Company in the reports that it files or submits under the Exchange Act 
and (2) ensuring that information required to be disclosed by the Company in such reports is accumulated and 
communicated to management, including the Chief Executive Officer and Chief Financial Officer, as appropriate to 
allow timely decisions regarding required disclosure. 


Management's Report on Internal Control Over Financial Reporting 


The management of the Company is responsible for establishing and maintaining adequate internal control 
over financial reporting (as defined in Rule 13a-15(f) of the Exchange Act). The management of the Company, under 
the supervision and with the participation of the Chief Executive Officer and Chief Financial Officer, carried out an 
assessment of the effectiveness of its internal control over financial reporting for the Company as of January 3, 2021. 
The assessment was performed using the criteria for effective internal control reflected in the Internal Control— 
Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission 
(COSO). 


Based on the assessment of the system of internal control for the Company, the management of the Company 
believes that as of January 3, 2021, internal control over financial reporting of the Company was effective. 


Our independent registered public accounting firm, Deloitte & Touche LLP, has issued an attestation report 
dated March 3, 2021 on the Company’s internal control over financial reporting. 


Changes in Internal Control Over Financial Reporting 


There were no changes in the internal control over financial reporting of the Company during the fourth 
quarter of 2020 that materially affected, or are reasonably likely to materially affect, its internal control over financial 
reporting. 


Inherent Limitations on Effectiveness of Controls 


There are inherent limitations in the effectiveness of any control system, including the potential for human 
error and the possible circumvention or overriding of controls and procedures. Additionally, judgments in decision- 
making can be faulty and breakdowns can occur because of a simple error or mistake. An effective control system can 
provide only reasonable, not absolute, assurance that the control objectives of the system are adequately met. 
Accordingly, the management of the Company, including its Chief Executive Officer and Chief Financial Officer, 
does not expect that the control system can prevent or detect all error or fraud. Finally, projections of any evaluation 
or assessment of effectiveness of a control system to future periods are subject to the risks that, over time, controls may 
become inadequate because of changes in an entity's operating environment or deterioration in the degree of 
compliance with policies or procedures. 
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To the Board of Directors and Stockholders of The Wendy’s Company 


Opinion on Internal Control over Financial Reporting 


We have audited the internal control over financial reporting of The Wendy’s Company and subsidiaries (the 
“Company”) as of January 3, 2021, based on criteria established in Internal Control-Integrated Framework 
(2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). In our 
opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of 
January 3, 2021, based on criteria established in Internal Control-Integrated Framework (2013) issued by COSO. 


We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States) (PCAOB), the consolidated financial statements as of and for the year ended January 3, 2021, of the 
Company and our report dated March 3, 2021, expressed an unqualified opinion on those financial statements. 


Basis for Opinion 


The Company’s management is responsible for maintaining effective internal control over financial reporting 
and for its assessment of the effectiveness of internal control over financial reporting, included in the accompanying 
Management’s Report on Internal Control Over Financial Reporting. Our responsibility is to express an opinion on 
the Company’s internal control over financial reporting based on our audit. We are a public accounting firm 
registered with the PCAOB and are required to be independent with respect to the Company in accordance with the 
USS. federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and 


the PCAOB. 


We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan 
and perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting 
was maintained in all material respects. Our audit included obtaining an understanding of internal control over 
financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design and operating 
effectiveness of internal control based on the assessed risk, and performing such other procedures as we considered 
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion. 


Definition and Limitations of Internal Control over Financial Reporting 


A company’s internal control over financial reporting is a process designed to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles. A company’s internal control over financial reporting 
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable 
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with 
generally accepted accounting principles, and that receipts and expenditures of the company are being made only in 
accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance 
regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that 
could have a material effect on the financial statements. 


Because of its inherent limitations, internal control over financial reporting may not prevent or detect 
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls 
may become inadequate because of changes in conditions, or that the degree of compliance with the policies or 
procedures may deteriorate. 


/s/ Deloitte & Touche LLP 
Columbus, Ohio 
March 3, 2021 
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Item 9B. Other Information. 


None. 


PART III 
Items 10, 11, 12, 13 and 14. 


The information required by Items 10, 11, 12, 13 and 14 will be furnished on or prior to May 3, 2021 (and is 
hereby incorporated by reference) by an amendment hereto or pursuant to a definitive proxy statement involving the 
election of directors pursuant to Regulation 14A that will contain such information. Notwithstanding the foregoing, 
information appearing in the sections “Compensation Committee Report” and “Audit Committee Report” shall not 
be deemed to be incorporated by reference in this Form 10-K. 


PART IV 


Item 15. Exhibits and Financial Statement Schedules. 
(a) 1. Financial Statements: 
See Index to Financial Statements (Item 8). 
2. Financial Statement Schedules: 


All schedules have been omitted since they are either not applicable or the information is contained elsewhere in 
“Item 8. Financial Statements and Supplementary Data.” 
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3. Exhibits: 


Exhibits that are incorporated by reference to documents filed previously by the Company under the Securities 


Exchange Act of 1934, as amended, are filed with the Securities and Exchange Commission under File 
No. 001-02207, or File No. 001-08116 for documents filed by Wendy’s International, Inc. We will furnish copies of 
any exhibit listed on the Exhibit Index upon written request to the Secretary of The Wendy’s Company at One Dave 


Thomas Boulevard, Dublin, Ohio 43017 for a reasonable fee to cover our expenses in furnishing such exhibits. 


EXHIBIT 
NO. 


21 


22; 


2:3 


2.4 


oh 


3.2 


4.1 


4.2 


4.3 


4.4 


DESCRIPTION 


Agreement and Plan of Merger, dated as of April 23, 2008, by and among Triarc Companies, Inc., 
Green Merger Sub, Inc. and Wendy’s International, Inc., incorporated herein by reference to Exhibit 
2.1 to Triarc’s Current Report on Form 8-K dated April 29, 2008 (SEC file no. 001-02207). 


Side Letter Agreement, dated August 14, 2008, by and among Triarc Companies, Inc., Green Merger 
Sub, Inc. and Wendy’s International, Inc., incorporated herein by reference to Exhibit 2.3 to Triarc’s 
Registration Statement on Form S-4, Amendment No. 3, filed on August 15, 2008 (Reg. no. and SEC 
file no. 333-151336). 


Purchase and Sale Agreement, dated as of June 13, 2011, by and among Wendy’s/Arby’s Restaurants, 
LLC, ARG Holding Corporation and ARG IH Corporation, incorporated herein by reference to 
Exhibit 2.1 of the Wendy’s/Arby’s Group, Inc. and Wendy’s/Arby’s Restaurants, LLC Current Reports 
on Form 8-K filed on June 13, 2011 (SEC file nos. 001-02207 and 333-161613, respectively). 


Closing letter dated as of July 1, 2011 by and among Wendy’s/Arby’s Restaurants, LLC, ARG Holding 
Corporation, ARG IH Corporation, and Roark Capital Partners H, LP, incorporated by reference to 
Exhibit 2.2 of the Wendy’s/Arby’s Group, Inc. and Wendy’s/Arby’s Restaurants, LLC Current Reports 
on Form 8-K filed on July 8, 2011 (SEC file nos. 001-02207 and 333-161613, respectively). 


Amended and Restated Certificate of Incorporation of The Wendy’s Company, as filed with the 
Secretary of State of the State of Delaware on May 26, 2016, incorporated herein by reference to Exhibit 
3.1 of The Wendy's Company Current Report on Form 8-K filed on May 27, 2016 (SEC file no. 
001-02207). 


By-Laws of The Wendy's Company (as amended and restated through May 26, 2016), incorporated 
herein by reference to Exhibit 3.2 of The Wendy’s Company Form 10-Q for the quarter ended July 3, 
2016 (SEC file no. 001-02207). 


Base Indenture, dated as of June 1, 2015, by and between Wendy’s Funding, LLC, as Master Issuer, and 
Citibank, N.A., as Trustee and Securities Intermediary, incorporated herein by reference to Exhibit 4.1 
of The Wendy’s Company Current Report on Form 8-K filed on June 2, 2015 (SEC file 
no. 001-02207). 


Series 2015-1 Supplement to Base Indenture, dated as of June 1, 2015, by and between Wendy’s 
Funding, LLC, as Master Issuer of the Series 2015-1 fixed rate senior secured notes, Class A-2, and 
Series 2015-1 variable funding senior notes, Class A-1, and Citibank, N.A., as Trustee and Series 
2015-1 Securities Intermediary, incorporated herein by reference to Exhibit 4.2 of The Wendy’s 
Company Current Report on Form 8-K filed on June 2, 2015 (SEC file no. 001-02207). 


Series 2018-1 Supplement to Base Indenture, dated as of January 17, 2018, by and between Wendy’s 
Funding, LLC, as Master Issuer of the Series 2018-1 fixed rate senior secured notes, Class A-2, and 
Series 2018-1 variable funding senior notes, Class A-1, and Citibank, N.A., as Trustee and Series 
2018-1 Securities Intermediary, incorporated herein by reference to Exhibit 4.1 of The Wendy’s 
Company Current Report on Form 8-K filed on January 17, 2018 (SEC file no. 001-02207). 


Series 2019-1 Supplement to Base Indenture, dated as of June 26, 2019, by and between Wendy’s 
Funding, LLC, as Master Issuer of the Series 2019-1 fixed rate senior secured notes, Class A-2, and 
Series 2019-1 variable funding senior notes, Class A-1, and Citibank, N.A., as Trustee and 
Series 2019-1 Securities Intermediary, incorporated herein by reference to Exhibit 4.1 of The Wendy’s 
Company Current Report on Form 8-K filed on June 26, 2019 (SEC file no. 001-02207). 
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4.6 


4.7 


4.8 


4.9 


4.10 


4.11 


4.12 
10.1 


10.2 


10.3 


10.4 


10.5 


10.6 


10.7 
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DESCRIPTION 


First Supplement, dated as of February 10, 2017, to the Base Indenture, dated as of June 1, 2015, by 
and between Wendy’s Funding, LLC, as Master Issuer, and Citibank, N.A., as Trustee and Securities 
Intermediary, incorporated herein by reference to Exhibit 4.3 of The Wendy’s Company Form 10-K for 
the fiscal year ended January 1, 2017 (SEC file no. 001-02207). 


Second Supplement to Base Indenture, dated as of January 17, 2018, by and between Wendy’s 
Funding, LLC, as Master Issuer, and Citibank, N.A., as Trustee and Securities Intermediary, 
incorporated herein by reference to Exhibit 4.2 of The Wendy’s Company Current Report on Form 8-K 
filed on January 17, 2018 (SEC file no. 001-02207). 


Third Supplement to Base Indenture, dated as of February 4, 2019, by and between Wendy’s Funding, 
LLC, as Master Issuer, and Citibank, N.A., as Trustee and Securities Intermediary, incorporated herein 
by reference to Exhibit 4.6 of The Wendy's Company Form 10-K for the fiscal year ended 
December 30, 2018 (SEC file no. 001-02207). 


Fourth Supplement to the Base Indenture, dated as of June 26, 2019, by and between Wendy’s 
Funding, LLC, as Master Issuer, and Citibank, N.A., as Trustee, incorporated herein by reference to 
Exhibit 4.2 of The Wendy’s Company Current Report on Form 8-K filed on June 26, 2019 (SEC file 
no. 001-02207). 


Series 2020-1 Supplement to Base Indenture, dated as of June 17, 2020, by and between Wendy’s 
Funding, LLC, as Master Issuer of the Series 2020-1 variable funding senior notes, Class A-1, and 
Citibank, N.A., as Trustee and Series 2020-1 Securities Intermediary, incorporated herein by reference 
to Exhibit 4.1 of The Wendy’s Company Current Report on Form 8-K filed on June 18, 2020 (SEC 
file no. 001-02207). 


Fifth Supplement to the Base Indenture, dated as of June 17, 2020, by and between Wendy’s Funding, 
LLC, as Master Issuer, and Citibank, N.A., as Trustee and Securities Intermediary, incorporated herein 
by reference to Exhibit 4.2 of The Wendy’s Company Current Report on Form 8-K filed on June 18, 
2020 (SEC file no. 001-02207). 


Sixth Supplement to the Base Indenture, dated as of January 3, 2021, by and between Wendy's 
Funding, LLC, as Master Issuer, and Citibank, N.A., as Trustee and Securities Intermediary.* 


Description of Securities of the Registrant.* 


Wendy’s/Arby’s Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Annex A 
of the Wendy’s/Arby’s Group, Inc. Definitive 2010 Proxy Statement (SEC file no. 001-02207).** 


First Amendment to Wendy’s/Arby’s Group, Inc. 2010 Omnibus Award Plan, incorporated herein by 
reference to Exhibit 10.2 to The Wendy’s Company Current Report on Form 8-K filed on June 2, 2015 
(SEC file no. 001-02207).** 


Second Amendment to The Wendy’s Company 2010 Omnibus Award Plan, incorporated herein by 
reference to Exhibit 10.3 to The Wendy’s Company Current Report on Form 8-K filed on June 2, 2015 
(SEC file no. 001-02207).** 


Form of Non-Incentive Stock Option Award Agreement under the Wendy’s/Arby’s Group, Inc. 2010 
Omnibus Award Plan, incorporated herein by reference to Exhibit 10.3 of The Wendy’s Company 
Form 10-Q for the quarter ended July 1, 2012 (SEC file no. 001-02207).** 


Form of Nonqualified Stock Option Award Agreement under The Wendy’s Company 2010 Omnibus 
Award Plan, incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company Form 10-Q for 
the quarter ended October 1, 2017 (SEC file no. 001-02207).** 


Form of Long Term Performance Unit Award Agreement for 2018 under The Wendy’s Company 2010 
Omnibus Award Plan, incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company 
Form 10-Q for the quarter ended April 1, 2018 (SEC file no. 001-02207).** 


Form of Long Term Performance Unit Award Agreement for 2019 under The Wendy’s Company 2010 
Omnibus Award Plan, incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company 
Form 10-Q for the quarter ended March 31, 2019 (SEC file no. 001-02207).** 


10.9 


10.10 


10.11 


10.12 


10.13 


10.14 


10.15 


10.16 


10.17 


10.18 


10.19 


10.20 


10.21 


10.22 


DESCRIPTION 


Form of Long-Term Performance Unit Award Agreement for 2020 under The Wendy’s Company 2010 
Omnibus Award Plan, incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company 
Form 10-Q for the quarter ended March 29, 2020 (SEC file no. 001-02207).** 


Form of Restricted Stock Unit Award Agreement under The Wendy’s Company 2010 Omnibus Award 
Plan, incorporated herein by reference to Exhibit 10.9 of The Wendy’s Company Form 10-K for the 
fiscal year ended December 29, 2019 (SEC file no. 001-02207).** 


Form of Non-Employee Director Restricted Stock Award Agreement under the Wendy’s/Arby’s Group, 
Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.5 of The Wendy’s 
Company Form 10-Q for the quarter ended June 30, 2013 (SEC file no. 001-02207).** 


The Wendy’s Company 2020 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.1 
of The Wendy's Company Current Report on Form 8-K filed on May 28, 2020 (SEC file 
no. 001-02207).** 


Form of Nonqualified Stock Option Award Agreement under The Wendy’s Company 2020 Omnibus 
Award Plan, incorporated herein by reference to Exhibit 10.2 of The Wendy’s Company Current 
Report on Form 8-K filed on May 28, 2020 (SEC file no. 001-02207).** 


Form of Restricted Stock Unit Award Agreement under The Wendy’s Company 2020 Omnibus Award 
Plan (Cliff Vesting), incorporated herein by reference to Exhibit 10.3 of The Wendy's Company 
Current Report on Form 8-K filed on May 28, 2020 (SEC file no. 001-02207).** 


Form of Restricted Stock Unit Award Agreement under The Wendy’s 2020 Omnibus Award Plan 
(Ratable Vesting), incorporated herein by reference to Exhibit 10.4 of The Wendy’s Company Current 
Report on Form 8-K filed on May 28, 2020 (SEC file no. 001-02207).** 


Form of Non-Employee Director Restricted Stock Award Agreement under The Wendy’s Company 
2020 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.5 of The Wendy’s 
Company Current Report on Form 8-K filed on May 28, 2020 (SEC file no. 001-02207).** 


Wendy’s International, LLC Executive Severance Pay Policy, effective as of December 14, 2015, 
incorporated herein by reference to Exhibit 10.41 to The Wendy’s Company Form 10-K for the fiscal 
year ended January 3, 2016 (SEC file no. 001-02207).** 


Wendy’s International, LLC Deferred Compensation Plan, effective as of January 1, 2017, incorporated 
herein by reference to Exhibit 10.34 to The Wendy’s Company Form 10-K for the fiscal year ended 
January 1, 2017 (SEC file no. 001-02207).** 


Wendy’s/Arby’s Group, Inc. 2009 Directors’ Deferred Compensation Plan, effective as of May 28, 
2009, incorporated herein by reference to Exhibit 10.6 to Wendy’s/Arby’s Group’s Form 10-Q for the 
quarter ended June 28, 2009 (SEC file no. 001-02207).** 


Amendment No. 1 to the Wendy’s/Arby’s Group, Inc. 2009 Directors’ Deferred Compensation Plan, 
effective as of May 27, 2010, incorporated herein by reference to Exhibit 10.9 to Wendy’s/Arby’s 
Group’s Form 10-Q for the quarter ended July 4, 2010 (SEC file no. 001-02207).** 


Amendment No. 2 to the Wendy’s/Arby’s Group, Inc. 2009 Directors’ Deferred Compensation Plan, 
incorporated herein by reference to Exhibit 10.6 of The Wendy’s Company Form 10-Q for the quarter 
ended June 30, 2013 (SEC file no. 001-02207).** 


Amendment No. 3 to the Wendy’s/Arby’s Group, Inc. 2009 Directors’ Deferred Compensation Plan, 
incorporated herein by reference to Exhibit 10.7 to The Wendy’s Company Form 10-Q for the quarter 
ended June 28, 2020 (SEC file no. 001-02207).** 


2015-1 Class A-2 Note Purchase Agreement, dated as of May 19, 2015, by and among The Wendy’s 
Company, the subsidiaries of The Wendy’s Company party thereto and Guggenheim Securities, LLC, 
acting on behalf of itself and as the representative of the initial purchasers, incorporated herein by 
reference to Exhibit 10.1 of The Wendy’s Company Current Report on Form 8-K filed on May 20, 
2015 (SEC file no. 001-02207). 
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10.24 


10.25 


10.26 


10.27 


10.28 


10.29 


10.30 


10.31 


10.32 


124 


DESCRIPTION 


2018-1 Class A-2 Note Purchase Agreement, dated as of December 6, 2017, by and among The 
Wendy’s Company, the subsidiaries of The Wendy’s Company party thereto and Guggenheim 
Securities, LLC and Citigroup Global Markets Inc., each acting on behalf of itself and as the 
representatives of the initial purchasers, incorporated herein by reference by Exhibit 10.1 of The 
Wendy’s Company Current Report on Form 8-K filed on December 6, 2017 (SEC file no. 001-02207). 


2019-1 Class A-2 Note Purchase Agreement, dated as of June 13, 2019, by and among The Wendy’s 
Company, the subsidiaries of The Wendy’s Company party thereto and Guggenheim Securities, LLC 
and Citigroup Global Markets Inc., each acting on behalf of itself and as the representatives of the initial 
purchasers, incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company Current Report 
on Form 8-K filed on June 13, 2019 (SEC file no. 001-02207). 


Class A-1 Note Purchase Agreement, dated as of June 26, 2019, by and among Wendy’s Funding, LLC, 
as Master Issuer, each of Quality Is Our Recipe, LLC, Wendy’s Properties, LLC and Wendy’s SPV 
Guarantor, LLC, as Guarantors, Wendy’s International, LLC, as Manager, the conduit investors party 
thereto, the financial institutions party thereto, certain funding agents, and Coéperatieve Rabobank, 
U.A., New York Branch, as L/C Provider, Swingline Lender and Administrative Agent, incorporated 
herein by reference to Exhibit 10.1 of The Wendy’s Company Current Report on Form 8-K filed on 
June 26, 2019 (SEC file no. 001-02207). 


Class A-1 Note Purchase Agreement, dated as of June 17, 2020, by and among Wendy’s Funding, LLC, 
as Master Issuer, each of Quality Is Our Recipe, LLC, Wendy’s Properties, LLC and Wendy’s SPV 
Guarantor, LLC, as Guarantors, Wendy’s International, LLC, as Manager, the conduit investors party 
thereto, the financial institutions party thereto, certain funding agents, and Coéperatieve Rabobank, 
U.A., New York Branch, as L/C Provider, Swingline Lender and Administrative Agent, incorporated 
herein by reference to Exhibit 10.1 of The Wendy’s Company Current Report on Form 8-K filed on 
June 18, 2020 (SEC file no. 001-02207). 


Guarantee and Collateral Agreement, dated as of June 1, 2015, by and among Quality Is Our Recipe, 
LLC, Wendy’s Properties, LLC, Wendy’s SPV Guarantor, LLC, each as a Guarantor, in favor of 
Citibank, N.A., as Trustee, incorporated herein by reference to Exhibit 10.2 to The Wendy's Company 
Current Report on Form 8-K filed on June 2, 2015 (SEC file no. 001-02207). 


Management Agreement, dated as of June 1, 2015, by and among Wendy’s Funding, LLC, Quality Is 
Our Recipe, LLC, Wendy’s Properties, LLC, Wendy’s SPV Guarantor, LLC, Wendy’s International, 
LLC, as Manager, and Citibank, N.A., as Trustee, incorporated herein by reference to Exhibit 10.3 to 
The Wendy’s Company Current Report on Form 8-K filed on June 2, 2015 (SEC file no. 001-02207). 


Management Agreement Amendment, dated as of January 17, 2018, by and among Wendy’s Funding, 
LLC, as Master Issuer, certain subsidiaries of Wendy’s Funding, LLC party thereto, Wendy’s 
International, LLC, as Manager, and Citibank, N.A., as Trustee, incorporated herein by reference to 
Exhibit 10.2 of The Wendy’s Company Current Report on Form 8-K filed on January 17, 2018 (SEC 
file no. 001-02207). 


Second Amendment to the Management Agreement, dated as of June 26, 2019, by and among Wendy’s 
Funding, LLC, as Master Issuer, certain subsidiaries of Wendy’s Funding, LLC party thereto, Wendy’s 
International, LLC, as Manager, and Citibank, N.A., as Trustee, incorporated herein by reference to 
Exhibit 10.2 of The Wendy’s Company Current Report on Form 8-K filed on June 26, 2019 (SEC file 
no. 001-02207). 


Third Amendment to the Management Agreement, dated as of January 3, 2021, by and among 
Wendy’s Funding, LLC, as Master Issuer, certain subsidiaries of Wendy’s Funding, LLC party thereto, 
Wendy’s International, LLC, as Manager, and Citibank, N.A., as Trustee.* 


Assignment of Rights Agreement between Wendy’s International, Inc. and Mr. R. David Thomas, 
incorporated herein by reference to Exhibit 10(c) of the Wendy’s International, Inc. Form 10-K for the 
fiscal year ended December 31, 2000 (SEC file no. 001-08116). 


10.34 


10.35 


10.36 


10.37 


10.38 


10.39 


10.40 


10.41 


10.42 


10.43 


10.44 


10.45 


10.46 


DESCRIPTION 


Form of Guaranty Agreement dated as of March 23, 1999 among National Propane Corporation, 
Triarc Companies, Inc. and Nelson Peltz and Peter W. May, incorporated herein by reference to 
Exhibit 10.30 to Triarc’s Annual Report on Form 10-K for the fiscal year ended January 3, 1999 (SEC 
file no. 001-02207). 


Separation Agreement, dated as of April 30, 2007, between Triarc Companies, Inc. and Nelson Peltz, 
incorporated herein by reference to Exhibit 10.3 to Triarc’s Current Report on Form 8-K filed on 
April 30, 2007 (SEC file no. 001-02207).** 


Letter Agreement dated as of December 28, 2007, between Triarc Companies, Inc. and Nelson Peltz., 
incorporated herein by reference to Exhibit 10.2 to Triarc’s Current Report on Form 8-K filed on 
January 4, 2008 (SEC file no. 001-02207).** 


Separation Agreement, dated as of April 30, 2007, between Triarc Companies, Inc. and Peter W. May, 
incorporated herein by reference to Exhibit 10.4 to Triarc’s Current Report on Form 8-K filed on 
April 30, 2007 (SEC file no. 001-02207).** 


Letter Agreement dated as of December 28, 2007, between Triarc Companies, Inc. and Peter W. May, 
incorporated herein by reference to Exhibit 10.3 to Triarc’s Current Report on Form 8-K filed on 
January 4, 2008 (SEC file no. 001-02207).** 


Registration Rights Agreement dated as of April 23, 1993, between DWG Corporation and DWG 
Acquisition Group, L.P., incorporated herein by reference to Exhibit 10.36 to Wendy’s/Arby’s Group’s 
Annual Report on Form 10-K for the fiscal year ended December 28, 2008 (SEC file no. 001-02207). 


Agreement dated December 1, 2011 by and between The Wendy’s Company and Trian Partners, L.P., 
Trian Partners Master Fund, L.P., Trian Partners Parallel Fund I, L.P., Trian Partners GP, L.P., Trian 
Fund Management, L.P., the general partner of which is Trian Fund Management GP, LLC, Nelson 
Peltz, Peter W. May and Edward P. Garden, who, together with Nelson Peltz and Peter W. May, are 
the controlling members of Trian GP, Trian Partners Strategic Investment Fund, L.P. and Trian 
Partners Strategic Investment Fund-A, L.P., incorporated herein by reference to Exhibit 10.1 to The 
Wendy’s Company Current Report on Form 8-K filed on December 2, 2011 (SEC file no. 001-02207). 


Employment Letter between The Wendy's Company and Todd Penegor dated as of May 8, 2013, 
incorporated herein by reference to Exhibit 10.9 of The Wendy’s Company Form 10-Q for the quarter 
ended June 30, 2013 (SEC file no. 001-02207).** 


Employment Letter between The Wendy's Company and Liliana Esposito dated as of May 8, 2014, 
incorporated herein by reference to Exhibit 10.1 of The Wendy's Company Form 10-Q for the quarter 
ended June 29, 2014 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and Kurt Kane dated as of March 27, 2015, 
incorporated herein by reference to Exhibit 10.8 of The Wendy’s Company Form 10-Q for the quarter 
ended June 28, 2015 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and Gunther Plosch dated as of April 7, 2016, 
incorporated herein by reference to Exhibit 10.2 of The Wendy’s Company Form 10-Q for the quarter 
ended April 3, 2016 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and E. J. Wunsch dated as of September 6, 2016, 
incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company Form 10-Q for the quarter 
ended October 2, 2016 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and J. Kevin Vasconi dated as of September 28, 
2020.* ** 


Non-Compete and Confidentiality Agreement between The Wendy’s Company and Abigail Pringle 
dated as of October 27, 2020, incorporated herein by reference to Exhibit 10.1 to The Wendy’s 
Company Form 10-Q for the quarter ended September 27, 2020 (SEC file no. 001-02207).** 
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10.48 


10.49 


10.50 


10.51 


10.52 


10.53 


23.1 


32.1 


101 


104 


DESCRIPTION 


Non-Compete and Confidentiality Agreement between The Wendy’s Company and M. Coley O’Brien 
dated as of October 27, 2020, incorporated herein by reference to Exhibit 10.2 to The Wendy’s 
Company Form 10-Q for the quarter ended September 27, 2020 (SEC file no. 001-02207).** 


Non-Compete and Confidentiality Agreement between The Wendy’s Company and Leigh Burnside 
dated as of October 27, 2020, incorporated herein by reference to Exhibit 10.3 to The Wendy’s 
Company Form 10-Q for the quarter ended September 27, 2020 (SEC file no. 001-02207).** 


Form of Indemnification Agreement, between Wendy’s/Arby’s Group, Inc. and certain officers, 
directors, and employees thereof, incorporated herein by reference to Exhibit 10.47 to Wendy’s/Arby’s 
Group’s Annual Report on Form 10-K for the fiscal year ended December 28, 2008 (SEC file 
no. 001-02207).** 


Form of Indemnification Agreement of The Wendy’s Company, incorporated herein by reference to 
Exhibit 10.5 of The Wendy's Company and Wendy’s Restaurants, LLC Form 10-Q for the quarter 
ended October 2, 2011 (SEC file nos. 001-02207 and 333-161613, respectively).** 


Form of Indemnification Agreement between Arby’s Restaurant Group, Inc. and certain directors, 
officers and employees thereof, incorporated herein by reference to Exhibit 10.40 to Triarc’s Annual 
Report on Form 10-K for the fiscal year ended December 30, 2007 (SEC file no. 001-02207).** 


Form of Indemnification Agreement for officers and employees of Wendy’s International, Inc. and its 
subsidiaries, incorporated herein by reference to Exhibit 10 of the Wendy’s International, Inc. Current 
Report on Form 8-K filed on July 12, 2005 (SEC file no. 001-08116).** 


Form of First Amendment to Indemnification Agreement between Wendy’s International, Inc. and its 
directors and certain officers and employees, incorporated herein by reference to Exhibit 10(b) of the 
Wendy’s International, Inc. Form 10-Q for the quarter ended June 29, 2008 (SEC file no. 
001-08116).** 


Subsidiaries of the Registrant.* 
Consent of Deloitte & Touche LLP.* 


Certification of the Chief Executive Officer of The Wendy’s Company, pursuant to Section 302 of the 
Sarbanes-Oxley Act of 2002.* 


Certification of the Chief Financial Officer of The Wendy’s Company, pursuant to Section 302 of the 
Sarbanes-Oxley Act of 2002.* 


Certifications of the Chief Executive Officer and Chief Financial Officer pursuant to 18 U.S.C. 
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.* 


The following financial information from The Wendy’s Company’s Annual Report on Form 10-K for 
the year ended January 3, 2021 formatted in Inline eXtensible Business Reporting Language: (i) the 
Consolidated Balance Sheets, (ii) the Consolidated Statements of Operations, (iii) the Consolidated 
Statements of Comprehensive Income, (iv) the Consolidated Statements of Stockholders’ Equity, (v) the 
Consolidated Statements of Cash Flows, and (vi) Notes to Consolidated Financial Statements. 


The cover page from The Wendy's Company’s Annual Report on Form 10-K for the year ended 
January 3, 2021, formatted in Inline XBRL and contained in Exhibit 101. 


* Filed herewith. 


OK 


Identifies a Management contract or compensatory plan or arrangement. 


Instruments defining the rights of holders of certain issues of long-term debt of the Company and its consolidated 
subsidiaries have not been filed as exhibits to this Form 10-K because the authorized principal amount of any one of 
such issues does not exceed 10% of the total assets of the Company and its subsidiaries on a consolidated basis. The 
Company agrees to furnish a copy of each of such instruments to the Commission upon request. 
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Item 16. Form 10-K Summary. 


None. 


SIGNATURES 


Pursuant to the requirements of Section 13 or 15(d) the Securities Exchange Act of 1934, the registrant has 
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 


THE WENDY’S COMPANY 
(Registrant) 


March 3, 2021 By: /s/ Topp A. PENEGOR 


Todd A. Penegor 
President and Chief Executive Officer 


Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below on 
March 3, 2021 by the following persons on behalf of the registrant and in the capacities indicated. 


Signature 


/s/ TODD A, PENEGOR 


(Todd A. Penegor) 


/s/ GUNTHER PLOSCH 
(Gunther Plosch) 


/s/ LEIGH A. BURNSIDE 


(Leigh A. Burnside) 


/s}| NELSON PELTZ 


(Nelson Peltz) 


/s/ PETER W. MAY 


Titles 


President, Chief Executive Officer and Director 


(Principal Executive Officer) 


Chief Financial Officer 
(Principal Financial Officer) 


Senior Vice President, Finance and 


Chief Accounting Officer 


(Principal Accounting Officer) 


Chairman and Director 


Vice Chairman and Director 


(Peter W. May) 


/s/ KRISTIN A. DOLAN Director 
(Kristin A. Dolan) 


/s/ KENNETH W. GILBERT Director 
(Kenneth W. Gilbert) 


/s/ DENNIS M. KASS Director 
(Dennis M. Kass) 


/s/ JOSEPH A. LEVATO Director 
(Joseph A. Levato) 


/s/ MICHELLE J. MATHEWS-SPRADLIN Director 
(Michelle J. Mathews-Spradlin) 


/s/ MATTHEW H. PELTZ Director 
(Matthew H. Peltz) 


/s/ PETER H. ROTHSCHILD Director 
(Peter H. Rothschild) 


/s/ ARTHUR B. WINKLEBLACK Director 
(Arthur B. Winkleblack) 
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EXHIBIT 21.1 


THE WENDY’S COMPANY 
LIST OF SUBSIDIARIES AS OF 
January 3, 2021 


STATE OR JURISDICTION 
Ss EEE 
256 Gift Card Inc. Tennessee 
Adams Packing Association, Inc. Delaware 
Citrus Acquisition Corporation Florida 
Oldemark LLC Delaware 
Quality Is Our Recipe, LLC Delaware 
SEPSCO, LLC Delaware 
The Wendy’s National Advertising Program, Inc. Ohio 
TIMWEN Partnership (1) Ontario 
TXL Corp. South Carolina 
Wendy Restaurant, Inc. Delaware 
Wendy’s Brasil Servicios de Consultoria em Restaurantes Ltda. Brazil 
Wendy’s Brazil Holdings Partner, LLC Delaware 
Wendy’s Canadian Advertising Program Inc. Canada 
Wendy’s Digital, LLC Delaware 
Wendy’s Funding, LLC Delaware 
Wendy’s Global Financing LP Ontario 
Wendy’s Global Financing Partner, LLC Delaware 
Wendy’s Global Holdings C.V. Netherlands 
Wendy’s Global Holdings Partner, LLC Delaware 
Wendy’s International Finance, Inc. Ohio 
Wendy’s International, LLC Ohio 
Wendy’s Ireland Financing Limited Ireland 
Wendy’s Netherlands B.V. Netherlands 
Wendy’s Netherlands Holdings B.V. Netherlands 
Wendy’s Old Fashioned Hamburgers of New York, LLC Ohio 
Wendy’s Properties, LLC Delaware 
Wendy’s Restaurants of Canada Inc. Ontario 
Wendy’s Restaurants of New York, LLC Delaware 
Wendy’s Restaurants of U.K. Limited England and Wales 
Wendy’s Restaurants, LLC Delaware 
Wendy’s Singapore Pte. Ltd. Singapore 
Wendy’s SPV Guarantor, LLC Delaware 
Wendy’s Technology, LLC Delaware 


(1) 50% owned by Wendy’s Restaurants of Canada Inc. 


EXHIBIT 23.1 


CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 


We consent to the incorporation by reference in Registration Statement No. 333-167170 on Form S-8 and 
Registration Statement No. 333-228979 on Form S-3 of our reports dated March 3, 2021, relating to the financial 
statements of The Wendy’s Company and the effectiveness of The Wendy's Company’s internal control over 
financial reporting appearing in this Annual Report on Form 10-K of The Wendy’s Company for the year ended 
January 3, 2021. 


/s/ Deloitte & Touche LLP 
Columbus, Ohio 
March 3, 2021 


EXHIBIT 31.1 


CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER OF THE WENDY’S COMPANY, PURSUANT TO 
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002 


I, Todd A. Penegor, certify that: 


1. I have reviewed this annual report on Form 10-K of The Wendy’s Company; 


2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state 
a material fact necessary to make the statements made, in light of the circumstances under which such statements were 
made, not misleading with respect to the period covered by this report; 


3. Based on my knowledge, the financial statements, and other financial information included in this report, 
fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of, 
and for, the periods presented in this report; 


4, The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over 
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures 
to be designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this report is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over financial 
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with generally 
accepted accounting principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this 
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the 
period covered by this report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that 
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an 
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal 
control over financial reporting; and 


5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of 
internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board 
of directors (or persons performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, 
summarize and report financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a 
significant role in the registrant’s internal control over financial reporting. 


Date: March 3, 2021 


/s/ Topp A. PENEGOR 


Todd A. Penegor 
President and Chief Executive Officer 


EXHIBIT 31.2 


CERTIFICATION OF THE CHIEF FINANCIAL OFFICER OF THE WENDY’S COMPANY, PURSUANT TO 
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002 


I, Gunther Plosch, certify that: 


1. I have reviewed this annual report on Form 10-K of The Wendy’s Company; 


2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state 
a material fact necessary to make the statements made, in light of the circumstances under which such statements were 
made, not misleading with respect to the period covered by this report; 


3. Based on my knowledge, the financial statements, and other financial information included in this report, 
fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of, 
and for, the periods presented in this report; 


4, The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over 
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures 
to be designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this report is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over financial 
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with generally 
accepted accounting principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this 
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the 
period covered by this report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that 
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an 
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal 
control over financial reporting; and 


5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of 
internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board 
of directors (or persons performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, 
summarize and report financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a 


significant role in the registrant’s internal control over financial reporting. 


Date: March 3, 2021 


/s/ GUNTHER PLOSCH 


Gunther Plosch 
Chief Financial Officer 


EXHIBIT 32.1 


CERTIFICATIONS OF THE CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER 
PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 


Pursuant to Section 1350 of Chapter 63 of Title 18 of the United States Code, as adopted pursuant to 
Section 906 of the Sarbanes-Oxley Act of 2002, each of the undersigned officers of The Wendy’s Company, a 
Delaware corporation (the “Company”), does hereby certify, to the best of such officer’s knowledge, that in 
connection with the Annual Report on Form 10-K of the Company for the fiscal year ended January 3, 2021 (the 
“Form 10-K”): 


1. the Form 10-K fully complies with the requirements of Section 13(a) or 15(d) of the Securities 
Exchange Act of 1934; and 


2. the information contained in the Form 10-K fairly presents, in all material respects, the financial 
condition and results of operations of the Company. 


Date: March 3, 2021 


/s/ TODD A. PENEGOR 


Todd A. Penegor 
President and Chief Executive Officer 


Date: March 3, 2021 


/s/ GUNTHER PLOSCH 


Gunther Plosch 
Chief Financial Officer 
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STOCK PERFORMANCE 


The following performance graph shows The Wendy's Company's cumulative total stockholder return on its Common Stock relative to 
the returns of the S&P MidCap 400° Index and a customized peer group, whose individual companies are listed in footnote 1 below. The 
measurement points in the graph are the last trading days of our 2015, 2016, 2017, 2018, 2019, and 2020 fiscal years. The returns set forth 
below assume an initial investment of $100 and reinvestment of all dividends when received. 


COMPARISON of 5-YEAR CUMULATIVE TOTAL RETURN* 


(The Wendy's Company vs. the S&P MidCap 400 Index and the Peer Group) 


$250 

$220 

$190 

$160 

$130 

$100 

$70 
12/31/15 12/30/16 12/29/17 12/28/18 12/27/19 12/31/20 
=—=—— The Wendy’s Company $100.00 $128.48 $158.99 $154.42 $223.64 $224.39 
=== S&P MidCap 400 $100.00 $120.74 $140.35 $123.53 $157.40 $179.00 
== Peer Group $100.00 $106.66 $137.54 $148.18 $181.54 $216.28 


(1) The 13 companies included in the Company’s peer group are: Brinker International, Inc., Chipotle Mexican Grill, Inc., Darden Restaurants, Inc., Dine Brands Global, Inc., 
Domino’s Pizza, Inc., Jack in the Box Inc., McDonald’s Corporation, Papa John’s International, Inc., Red Robin Gourmet Burgers, Inc., Restaurant Brands International Inc., 
Starbucks Corporation, The Wendy’s Company and Yum! Brands, Inc. Dunkin’ Brands Group, Inc. was included in the peer group in the Company’s 2019 Annual Report, 
but has been omitted for the 2020 Annual Report as they are no longer a publicly traded company. 


*This performance graph does not constitute soliciting material and should not be deemed filed or incorporated by reference into any filing by The Wendy’s Company under 
the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended, except to the extent The Wendy’s Company specifically incorporates this 
performance graph by reference into such other filing. 


Source: Nasdaq 
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